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STATEMENT OF CONDITION 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
St. Louis 


DECEMBER 31, 1935 
@ 


THE RESOURCES 


Cash and Due from Banks $53,190,169.06 
U. S. Government Obligations, 
direct and guaranteed— 
Pledged). .. .$ 8,078,684.49 
(Unpledged) . . 42,381,225.18  50,459,909.67 $103,650,078.73 
Other Bonds and Securities— 
(Pledged).... None 
(Unpledged) . . $20,193,367.20 $20,193,367.20 
Demand Loans 8,141,464.59 
Real Estate Loans 9,557,095.94 
Time Loans . 11,441,658.65 49,333,586.38 
Stock in Mercantile-Commerce Company . ; 6,000,000.00 
(As authorized by the Banking Act of 1933, the Mercantile- 
Commerce Company is a wholly-owned subsidiary of this 


Bank, with no Liabilities. Its Assets consist entirely of U. 
S. Government Obligations, carried at par. ) 


Stock i in Federal Reserve Bank in St. Louis 360,000.00 
Real Estate (Company’s Building) 2,500,000.00 
Safe Deposit Vaults 600,000.00 
Other Real Estate (Former Bank of Commerce Bldgs.) 1,500,000.00 
Overdrafts 4,508.13 

Customers’ Liability on Acceptances and Letters 
of Credit 162,369.12 
45,507.03 


$164,156,049.39 

















Capital Stock $10,000,000.00 
Surplus 2,000,000.00 
Undivided Profits . aia 428,742.34 

Reserve for Dividend Declared . 100,000.00 2,528,742.34 
Reserve for Contingencies 753,028.09 
Reserve for Interest, Taxes, etc 670,000.00 
Unpaid Dividends 4,110.00 
Bank’s Liability Account Acceptances and Letters 

of Credit 162,369.12 
Deposits, Secured: Public Funds . $ 9,183,969.70 
Other Deposits, Demand .... 108,564,034.76 
Other Deposits, Time 30,289,795.38 148,037,799.84 


$164,156,049.39 











All Securities pledged are to the U. S. Government or its Agents, State of 
Missouri and the City of St. Louis, to secure deposit and fiduciary obligations. 











MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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the Girard Trust Company invites 


your consideration of its facilities. 


GIRARD TRUST COMPANY 
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Chairman of the Board ; President 
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TRUST COMPANIES 


United States Trust Company 
of New York 


45 Wall Street, New York 
Chartered 1853 


Condensed Statement, as of the close of business 


December 31, 1935. 


RESOURCES 


Cash in Banks $ 37,228,711.86 
Loans on Collateral 25,975,390.94 
Bills Purchased 5,250,403.26 
United States Government Securities 14,000,000.00 
State and Municipal Bonds 4,000,000.00 


Other Bonds 9,272,500.00 
Stock in Federal Reserve Bank 780,000.00 
Bonds and Mortgages. . pdisle panied bees 5,874,337.36 
Real Estate, 45 Wall Street... eee 2,000,000.00 
Other Real Estate 125,000.00 
Accrued Interest Receivable 412,618.14 


$104,918,961.56 


$ 2,000,000.00 
24,000,000.00 
4,005,478.57 


$ 30,005,478.57 


Deposits 73,267,394.16 
Interests Accrued on Deposits | 26,424.11 
Reserved for Taxes and Expenses 1,319,664.72 
Dividend Payable January 2, 1936............. 300,000.00 


$104,918,961.56 











A New Year—An Old Ideal 


HE corporate fiduciary idea has 

been founded on integrity and 
ideals of service too strong to be un- 
dermined by transient, though power- 
ful, influences, or even by the crucial 
tests of “prosperity” and “depres- 
sion.” The trust institution is an es- 
sentially human organization, and like 
all things human, cannot and should 
not lay claim to infallibility. But it has 
called to its colors men strongly im- 
bued with the will to serve faithfully, 
the leadership to initiate constantly 
higher standards of business ethics, 
the courage to serve their trust loyally 
in the face of conflicting interests, and 
the ability to fulfill not only their le- 
gal, but, even more aggressively, their 
moral obligations. 


Self-Made Standards of Service 

It is becoming an established prin- 
ciple of judicial law that the corporate 
fiduciary, in representing to the public 
its special qualifications for the ad- 
ministration of estates and trusts, be 
held to a higher degree of accountabil- 
ity and performance than is the in- 
dividual who undertakes these duties. 
This has been largely due to the in- 
troduction of increased and special- 
ized facilities by the trust institutions 
themselves, to meet, in a business like 


manner, the present-day financial 
complexities of taxation, insurance, 
real estate operation, investment . 
analysis, accountancy and legal pro- 
cedure. 

Much of this development has been 
the result of recognition that trustee- 
ship has become a distinct profession 
and necessitates trained and experi- 
enced personnel; some has arisen out 
of complications of unusual and dis- 
tressing economic conditions. But it is 
interesting to note that few of these 
elements were present or anticipated 
when the basic charges for fiduciary 
services were placed in the statutes of 
the various States. Allowances for ex- 
traordinary expenditures does not of- 
fer an avenue of compensation for 
those numerous additional services 
performed by the trust institutions as 
a matter of business practice, yet the 
courageous manner in which trust of- 
ficials have assumed such burdens is 
a striking tribute to the adaptability 
and character of corporate fiduciary 
service. 


What Are Trust Services Worth? 
Serious consideration should be giv- 
en to the study of costs and the revi- 
sion of statutory fees where these are 
inadequate. Exceptions will continue 
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to occur in cases where the estate or 
trust responsibility is definitely cir- 
cumscribed, but these can, to a con- 
siderable extent, be easily segregated. 
Even more important is the necessity 
to raise trust service from the “bar- 
gain basement” of fee-cutting and 
lack of local uniform schedules of 
minimum charges. 

The trust public is sophisticated 
enough to realize that, in the long run 
at least, they will get just about what 
they pay for. And the “long run” is 
the only conceivable viewpoint of a 
trust institution, oneof whose main ad- 
vantages is its “continuity” of service. 

One of the most insidious of recent 
developments is the practice, in the 
drafting of some wills, of inserting 
some member of the testator’s family 
or of the will-draftsman himself, as 
co-executor or co-trustee, for the sim- 
ple purpose of splitting the statutory 
fees, or supposedly reducing the cost 
of administration. If the estate is 
deemed to require the services of more 
than one fiduciary, it would seem only 
just that full compensation be al- 
lowed to each. Otherwise it may be 
only a hollow sham to force the cor- 
porate fiduciary to renounce appoint- 
ment, unless it can obtain renuncia- 
tion of the fee by the co-fiduciary, par- 
ticularly where such co-fiduciary is 
not equipped to render special serv- 
ices—the responsibility of the trust 
institution being the same whether or 
not acting alone. Few States provide 
for full fees for each co-fiduciary, and 
then usually only where the estate ex- 
ceeds a set amount. 


“Free” Services 


Another serious drain on the effi- 
ciency and adequate compensation of 
the trust department and its person- 
nel, is the imposition of free services, 
either for banking or trust depart- 
ment customers. The reaction of the 
public to adoption of service charges 


for checking and other banking ac- 
commodations indicates the readiness 
with which the average customer is 
willing to pay for services rendered. 
This is significant in its application 
to trust department facilities. If the 
trust department is to be self-support- 
ing and progressive, it cannot afford 
to operate on an eleemosynary basis. 
Already much progress has been made 
in adoption of charges for trust de- 
partment services, as in the prepara- 
tion of income tax reports for both 
trust and banking department cus- 
tomers, and this could well be ex- 
tended to other “leaks” in operating 
costs, since it is impossible, as well as 
undesirable, to lower the standards of 
administration, either from a judicial 
or business viewpoint. 

The trust relationship is a heritage 
of the honorable and conscientious 
conduct of our predecessors. The cor- 
porate fiduciary has accepted the 
trust and the honor, and the praise 
and criticism which always accompany 
such duties. It should be its objective 
to improve upon this foundation so 
that it may, in turn, render an ac- 
count of stewardship deserving of the 
highest public respect. 


The New Cover 


The major attributes of the fiduci- 
ary are those which have been sym- 
bolized since the dawn of civilization 
as the highest of human qualities. The 
new design embodies several of these 
historic emblems. The figure of the 
warrior, that of a Roman Captain of 
the Guards, signifies Victory as the 
reward of steadfast Courage and In- 
tegrity. 

The shield, emblem of Protection, 
carries the heraldic design of the 
eagle, the American symbol of eternal 
Vigilance, holding the key of Secur- 
ity. The laurel of Victory and the 
shields inscribed with the lamp of 
Wisdom, are the motifs in the border. 





Complementary Protection of Life Insurance 
and Trust Services 


Value and Objectives of Insurance Trusts Endorsed by 
Life Insurance Companies 


Editor’s Note: Recognition of the natural spheres of service and facili- 
ties belonging to the life insurance company and to the trust institution, 
and staunch cooperation between these supplementary services has pro- 
vided increased public benefits of financial protection. To obtain the 
official views of leading life insurance companies of the United States 
and Canada, particularly after the readjustments of the past few years, 
Trust Companies Magazine invited expression as to the factors consid- 
ered decisive in recommending use of optional settlements or trust agree- 
ments, and as to policies and practices by which mutual opportunities may 
be further promoted. 

The resulting comments constitute a well-considered tribute to corpo- 
rate fiduciary administration. Constructive suggestions were forthcoming 
for eliminating conflicting provisions of insurance policies and trust 
agreements and a keynote is set which may well herald a renewed vigor 
in coordinating the activities of these two great institutions whose com- 
mon interest is the conservation of both financial and human resources. 


BERKSHIRE LIFE INSURANCE COM- 
PANY 


Fred H. Rhodes, President 


“We consider life insurance not only 
as a peerless means of protection but as 
an important form of property and one 
which may wisely be included in trust 
agreements which are set up for family 
protection, and for trust agreements by 
which continuity in the management of 
business can be maintained. 

“It is a primary duty of the life in- 
surance company to provide the funds 
constituting the whole or a portion of 
the decedent’s estate, and where a large 
number of policies are involved, or where 
life insurance is combined with other 
properties to be administered for bene- 
ficiaries, we have always realized the con- 
venience and efficacy of a trust. 

“We also heartily recommend interest 
settlements provided by the policy itself 
for beneficiaries, and where the terms of 
the arrangement can be kept clear and 
concise we heartily recommend the in- 
terest settlement. 

“We have always felt that the func- 
tions of the banks or trust companies 
and the life insurance company with its 


income settlements were complementary . 
and invaluable for the setting up of an 
adequate estate.” 


THE GREAT WEST LIFE ASSURANCE 
COMPANY (Canada) 


By Eustace Brock, Secretary 


“The place of life insurance in the eco- 
nomic and financial program of people 
of substantial or moderate means has 
long since passed the “funeral expense” 
and sentimental stage. It is realized that 
it can be made to function as a continua- 
tion of the economic value of the deceased 
policyholder either as an extension of 
income to dependents or a replacement 
of the value of his services in business 
enterprises. As to the personal depen- 
dents, where their necessities can be fore- 
told with reasonable accuracy, a settle- 
ment option administered by the life 
insurance company is often the proper 
solution, but where discretionary power 
is likely to be required to meet unusual 
and unexpected contingencies, the serv- 
ices of a trust company are indicated. 

“With regard to business insurance, 
the intervention of a trust company is 
practically a necessity. Business organ- 
izations are of various types—the ordi- 
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nary personal proprietorship of a small 
growing business, a partnership or a 
stock company with capital stock either 
closely held or scattered. The death of 
the proprietor or the responsible execu- 
tive head of these organizations involves 
different treatment if the business is to 
continue to function. Both the depen- 
dents of the insured and the dislocation 
of the business have to be considered. A 
trust company to whom the policy pro- 
ceeds are payable in trust is in a position 
to cover the contingencies in a properly 
drawn trust deed. 

“From the standpoint of the insurance 
company a policy taken out with a def- 
inite function to perform either by way 
of a trust or a settlement option would 
appear to be more permanent insurance 
and so the record proves.” 


THE GUARDIAN LIFE INSURANCE 
COMPANY OF AMERICA 


Carl Heye, President 


“It has been pointed out frequently 
that the functions of Trust Companies 
and Life Insurance Companies supple- 
ment each other admirably in the crea- 
tion and preservation of estates. 

“It is well known that the Trust Com- 
panies manage funds left on a different 
basis from that on which Insurance Com- 
panies manage funds left with them 
under optional settlement agreements as 
provided in their policies, the Trust Com- 
panies keeping the funds of each trust 
separate and distinct, and the Life In- 
surance Companies retaining funds left 
with them on such basis as a portion of 
their general assets. Generally speaking, 
we should say that Trust Companies can 
serve the public best when larger estates 
entailing the flexibility of trusts are in- 
volved, while the sphere of the Life 
Insurance Companies lies more in the 
handling of fixed and smaller funds re- 
sulting from options of settlement under 
their policies. 

“A study recently made by this com- 
pany indicates that under policies writ- 
ten in 1929 there has been a 12% to 15 
per cent more favorable lapse ratio on 
those cases where settlement options 
have been selected than in the others. 


We have no information, unfortunately, 
as to whether a correspondingly satis- 
factory persistency rate applies in the 
case of insurance funds which are to be 
administered under a trust. 

“Any person likely to leave a substan- 
tial net taxable estate, should give seri- 
ous consideration to the matter of setting 
up a trust during his lifetime, and the 
management of his estate after death, 
and he should seek reliable advice there- 
on. In taking up such problems with 
their clients, Trust Company officials 
frequently find the need of additional life 
insurance for the purpose of meeting the 
estate taxes and administrative expenses. 
Reciprocally speaking, life insurance 
companies often have occasion to point 
out to their policyholders that the estab- 
lishment of living trusts in their life- 
time and flexible testamentary trusts in 
their last wills and testaments may best 
accomplish the purposes which they have 
in mind. 

“A clearer realization that the services 
of trust and life insurance companies do 
not conflict, and that a hearty coopera- 
tion between the two types of companies 
will serve the public best, is one of the 
encouraging features of the present situ- 
ation regarding fiduciary funds.” 


HOME LIFE INSURANCE COMPANY 


James A. Fulton, President 


“I think there should be a continuing 
profitable relationship between trust com- 
panies and life insurance companies. I 
think, however, that that relationship 
could be made more satisfactory and 
profitable to both sets of institutions if 
certain things could be accomplished as 
to their relationship. 

“In the first place, I think it would be 
a healthy thing if there could be a little 
clearer conception of their individual 
functions and proper necessary relation- 
ships. Unfavorable reactions have at 
times arisen among policyholders when 
they have been urged to create life in- 
surance trusts when the object of the 
trust seemed to be merely to pay speci- 
fied sums arising from life insurance to 
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specified beneficiaries at specific times. 
Under such circumstances the functions 
could be quite clearly performed by the 
life insurance companies without extra 
machinery or extra cost to beneficiaries. 

“On the other hand, the life insurance 
company should be clear in restricting 
its activities to the payment of specified 
sums to specified beneficiaries. Any at- 
tempted invasion of the trust field by 
life companies through trying to carry 
out plans involving the exercise of dis- 
cretionary powers is likely to cause dis- 
satisfaction. It is in the effecting of such 
plans that the trust company finds its 
proper field. 

“Another thing which, in my judg- 
ment, is proving a deterrent to even the 
proper expansion of life insurance trust 
activity is the disregard, in many in- 
stances, of the provisions of life insur- 
ance contracts by those who draw trust 
agreements. Specifically a life insurance 
policy may provide by its terms that the 
owner of the policy shall have the right 
at will to change the beneficiary under 
his policy. In spite of that clear provi- 
sion a trust agreement is drawn which 
in effect passes title to the policies and 
thus brings about a clear conflict of the 
provisions of the two instruments. The 
bewilderment of the insured, the neces- 
sary precautions which must be taken 
by the insurance company, and the diffi- 
culties which are in other ways engen- 
dered by this conflict create dissatisfac- 
tions which tend to defeat even the 
proper use of trust companies in con- 
nection with life insurance. 

“If the trust companies and the life 
insurance companies could agree on some 
reasonably uniform method of procedure 
which would bring all trust agreements 
into harmony with the provisions of the 
life insurance contracts and if they 
would both clearly stay within their re- 
spective fields, there is no reason why 
there should not be a continuing and 
expanding cooperation between the two 
sets of institutions. This company has for 
many years attempted to cooperate in 
every conceivable way with the promotion 
of the proper use of trust agreements in 
connection with life insurance.” 


JEFFERSON STANDARD LIFE INSUR- 
ANCE COMPANY 


By Karl Ljung, Jr., Assistant Secretary 


“Today, more than at any other time 
in the past, life insurance is being recog- 
nized as the outstanding medium for © 
building an all-inclusive financial pro- 
gram. We have found that many of our 
policyholders are vitally interested in 
arranging trust agreements. There is no 
doubt but that business sold on such a 
basis will show a very high persistency 
rating.” 


MASSACHUSETTS MUTUAL LIFE 
INSURANCE COMPANY 


William H. Sargeant, President 


The Massachusetts Mutual Life Insur- 
ance Company approves of life insurance, 
trusts, as offered and executed by the 
banks and trust companies throughout 
the land. The service which, through life 
insurance trusts, is rendered the public 
broadens the scope of our business and 
extends its influence. 

These trusts provide ways and means 
for every manner of estate handling of 
funds left as the result of life insurance. 
They arrange not alone for family and 
business protection, but for the carry- 
ing out of bequests of the benevolent and 
charitable type. The installment option 
benefits contained in contracts offered 
the public by the life insurance com- 
panies provide in a large measure a sat- 
isfactory means for the handling of the 
insurance proceeds by installment pay- 
ments; but there is still left to the trust 
companies and banks a large field, in- 
cluding, as it does, provision for the pay- 
ment of consolidated insurance policy 
proceeds and for trusts of a broad dis- 
cretionary type, which the life insur- 
ance companies do not undertake to 
handle. 

Life insurance is indebted to the banks 
and trust companies for the splendid 
spirit of cooperation which they have 
manifested toward our business, and we 
of the life insurance business have, in 
turn, through Home Office staff and Field 
representatives, done our best to recipro- 
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cate this friendly attitude, hoping by 
these efforts to aid in promoting the joint 
success of both classes of institutions. It 
is hoped we may continue operating in 
peace and harmony, each showing respect 
and consideration for the rights of the 
‘ other in adhering to our respective 
spheres of business endeavor. 


METROPOLITAN LIFE INSURANCE 
COMPANY 


Frederick H. Ecker, President 


This company has recognized the value 
of close cooperation between trust de- 
partments of banks and the life insur- 
ance companies in promoting a wider use 
of the insurance trust in cases where it 
is appropriate. 

Our own service to beneficiaries under 
life insurance policies may well be sup- 
plemented by the use of the insurance 
trust by policyholders, in those cases in 
which the options of settlement con- 
tained in our policies will not meet the 
desire of the insured to provide for the 
exercise of discretion regarding the dis- 
position of proceeds. In other words, 
where the insured desires that the pro- 
ceeds of insurance be disbursed, not upon 
a fixed and definite plan, but as the cir- 
cumstances of the beneficiary may re- 
quire, an insurance trust with appro- 
priate provision as to investment of the 
funds may best meet his needs, and a 
reputable local trust company, through 
its trust officers, is best qualified by its 
immediate knowledge of the family and 
local conditions to exercise such discre- 
tion intelligently. The contact which such 
a relation occasions between the trust 
officers and the beneficiary will often be 
of great comfort and assistance to the 
beneficiary in the solution of financial 
problems of the family. 

Publicity on the subject of insurance 
trusts has been the means of broadening 
the viewpoint of insurance agents, insur- 
ance executives, attorneys and trust 
officers, so that today all of us are better 
equipped to render sound advice to an 
individual who is desirous of making the 
best possible provision for his family in 
case of his death. 


NATIONALLIFE INSURANCE COMPANY 
Fred A. Howland, President 


“Whether the proceeds of maturing 
life insurance policies are better left 
with the insuring companies under spe- 
cial trust agreements or deposited with 
trust companies under fiduciary agree- 
ments is a question which, it seems to 
me, can be determined without difficulty 
in nearly all cases. 

“A life insurance company can effi- 
ciently care for and distribute such funds 
when the service desired merely involves 
the payment of stated or determinable 
sums at fixed periods. 

“When elements of discretion are con- 
tained in the trust agreement, however, 
the trust company is usually in a far 
better situation to administer the trust. 
In such cases trust company officials have 
knowledge or can readily secure knowl- 
edge of family conditions because the 
beneficiaries are ordinarily near at hand, 
while the insurance company, doing busi- 
nes3 the country over, in most cases has 
its administrative office far distant from 
the residence of the cestui que trust. 

“There is no reason, so far as I have 
observed, why the trust companies and 
the life insurance companies should not 
work in harmony in the handling of 
policy proceeds.” 


THE PENN MUTUAL LIFE INSURANCE 
COMPANY OF PHILADELPHIA 
William A. Law, President 


“The question as to what should be the 
decisive factor in determining whether a 
trust should be created or whether a set- 
tlement option plan should be adopted is 
one which can be answered only by con- 
sidering what items must be taken into 
account. Certainly where income pay- 
ments are to be subject to the discretion 
of some individual or subject to the hap- 
pening of certain outside events requir- 
ing considerable investigation, such a 
plan of settlement of proceeds can in no 
way be handled better than through the 
employment of a corporate trustee. In a 
similar manner should be handled busi- 
ness life insurance trusts, where the 
interests of purchaser and seller are 
adverse and require the services of a 
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disinterested trustee to enforce all the 
terms of the purchase agreement cover- 
ing stock or partnership interest. Other 
governing factors, of course, are the size 
of the insurance proceeds and a determ- 
ination of whether there is other estate 
in addition to insurance proceeds requir- 
ing distribution. 

“While I believe that no detailed rec- 
ords are kept showing the persistency of 
cases payable to corporate trustees as 
compared with policies payable other- 
wise, I think there can be no question 
that there is greater persistency of poli- 
cies payable under a definite income plan, 
as compared with policies payable in one 
sum and as to which no great thought 
has been given as to distribution. 

“During the last four or five years, I 
think that considerable strides have been 
taken in the improvement of the life 
insurance trust agreements. One factor, 
however, which is not always contained 
in such agreements is the privilege on 
the part of the insured to use the cash 
values to pay premiums without being 
put to too much inconvenience. 

“The cooperation between the life in- 
surance companies and the trust com- 
panies is growing stronger year by year. 
I believe that members of our field force 
would have greater opportunities to rec- 
ommend the use of a corporate trustee, 
particularly in cases of life insurance for 
liquidation of business interests, if they 
were in possession of more detailed in- 
formation as to the cost of this service. 

“As to the question of pointing out the 
greater need for insurance to cover 
estate administration costs, I think that 
today those in possession of moderate- 
sized or larger estates are more conscious 
of this fact than at any time in the past 
and it is certainly our duty to aid and 
advise them as to the best methods of 
covering this exposure through life in- 
surance.” 


PHOENIX MUTUAL LIFE INSURANCE 
COMPANY 
By Albert H. Yost, Vice President and 
Counsel 
“It has always been our policy to urge 
our salesmen to include a sound insur- 
ance conservation program in every sale 


that they make for any reasonable 
amount of insurance. We believe that is 
even more necessary now than at any 
time in the past, and we feel that our 
salesmen agree with us, if we are to 
judge from the whole-hearted manner in 
which they have carried out our sugges- 
tions. 

“Primarily, of course, our problem has 
been to educate our men in the use of 
our options at settlement, because we be- 
lieve that they are best fitted for the 
average policyholder whose primary pur- 
pose is to protect his wife and children, 
at least until the children are able to 
take care of themselves, from investment 
hazards. We believe that those options 
carrying annuity features are particu- 
larly valuable in a great many cases. 

“However, we do recognize the fact 
that there are limitations upon our abil-_ 
ity to meet the requirements of all policy- 
holders. There are many family situa- 
tions which require a type of agreement 
which is much more complicated than 
we are prepared to write or administer, 
and where the services of a reliable trust 
company can best meet the insured’s re- 
quirements. Particularly have we been 
impressed with the fact that a good 
many of the tax problems which our 
policyholders are trying to solve by 
means of life insurance are best met 
through the service of such a trust com- 
pany. We feel, therefore, that there is 
now, as there has been in the past, an 
opportunity for the trust companies to 
do an outstanding piece of work in pre- 
serving life insurance proceeds from the 
hazards of investment.” 


PROVIDENT MUTUAL LIFE INSURANCE 
COMPANY OF PHILADELPHIA 


M. A. Linton, President 


“The happenings and experiences of 
recent years have done much to make 
people income minded. There has been 
a marked growth in popularity of the 
several forms of income policies, and the 
optional methods of settlement contained 
in lump sum policies have been more 
widely used to provide various methods 
of income payments. 

“The facilities of the life insurance 
companies for providing income settle- 





12 TRUST COMPANIES 


ments of life insurance proceeds have 
been well supplemented for years by the 
life insurance trust as administered by 
a well managed trust company or bank. 
The life insurance trust is principally 
helpful in cases where the settlor wishes 
to provide for discretionary payments, or 
for payments dependent upon the hap- 
pening of involved contingencies. In such 
cases, an insurance trust with appro- 
priate provisions for investment of prin- 
cipal and for income payments at the 
discretion of the trustee or upon the 
happening of named contingencies, may 
best serve the needs of the insured and 
his beneficiaries. A local reputable trust 
company or bank, through its proper 
officers, is best qualified by reason of 
intimate knowledge of the beneficiaries 
and their surroundings and needs to 
make such payments intelligently. A re- 
lation of this kind also affords a contact 
between the trust officer and beneficiaries 
that will be quite helpful to the bene- 
ficiaries in solving financial and other 
problems that they will be called upon to 
face from time to time. 

“The helpful cooperation which has 
taken place between trust companies and 
insurance companies, in giving publicity 
to the advantages of insurance trusts in 
certain cases, has done much to broaden 
the knowledge and viewpoint of insur- 
ance men, trust men and attorneys, so 
that all are now more fully equipped to 
give intelligent service and sound advice 
to a policyholder as to the best method 
to be used in order to provide for a par- 
ticular settlement that he may have in 
mind.” 


THE PRUDENTIAL INSURANCE COM- 
PANY OF AMERICA 


By James F. Little, Vice President and 
Actuary 


“Where an individual expects to leave 
a substantial estate behind and desires 
that all or a substantial part of the prin- 
cipal should remain intact for some time, 
the estate should be left for administra- 
tion in the hands of an experienced 
organization. 

“So much of an estate as may consist 
of life insurance may very generally be 
left for administration in the hands of 


the life insurance companies. Where, 
however, the exercise of discretionary 
powers is required, or where the applica- 
tion of a part of the proceeds to some 
particular purpose is necessary, such as 
the payment of inheritance taxes or the 
creation of a scholarship fund, it would 
not appear that the life insurance com- 
panies are in a position to carry out the 
desired arrangements. Today a very sub- 
stantial fraction of the larger claims are 
left with the insurance companies for 
disposition in accordance with the policy 
options. Where these options do not meet 
requirements, and in the case of funds 
other than the proceeds of claims under 
life insurance policies, reliable trust com- 
panies offer the most satisfactory means 
of securing the desired ends.” 


TRAVELERS INSURANCE COMPANY 
L. E. Zacher, President 


“The simplest, and therefore one of the 
best definitions of insurance is, money 
when urgently needed, and life insurance 
trusts, whether created by the policy- 
holder through agreement with the in- 
surance company or with a trust com- 
pany, help life insurance funds to fulfill 
that purpose. Such trusts provide proper 
distribution of payments over definite 
periods of time, and avoid possible dissi- 
pation of funds during an indefinite and 
usually too short period. 

“T have always taken a great deal of 
solid satisfaction in the fact that life 
insurance salesmanship, ever alert and 
intensely active, has been conspicuously 
successful in creating so many estates, 
and I am appreciative of the worthwhile 
enthusiasm that is constantly being 
given life insurance by trust companies 
—an enthusiasm that has helped many 
people to see the need for enough life 
insurance to provide incomes sufficient to 
maintain their families in comfort. This 
cooperation has been advantageous alike 
to policyholders, beneficiaries, to trust 
companies, the insurance business and 
the public as a whole.” 

(Note: Limitations of space preclude publica- 
tion in this issue of all the replies received. 
Statements from the other leading life insur- 


ance companies will be presented in the 
succeeding issues.) 








TRUST COMPANIES 13 


nn 
nner ialiaensidlin nad naaliinn nadine eidllinn eid ehdlin edie elie ein die tie Sd die te a a ee ee 
rr ;: 2200 


It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 
... sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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Citi 


Valley Forge in Winter 


a the seasons and through 
the years, Philadelphia families 
have found Provident Trust Company 
a reliable and considerate executor and 


trustee. 
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The ‘‘ Will Complex”’ and Troubles 
Arising Under Intestacy 


As Viewed from Probate Court Experience 


LORING P. JORDAN 


Register, Probate Court and Court of Insolvency, County of Middlesex, 
East Cambridge, Massachusetts 


VERY man is concerned about the 

distribution of his property after 
his death, and, particularly, the effect of 
his death upon the welfare of his depend- 
ents. The advantage of preparing for 
this eventuality by executing a carefully 
prepared will is obvious to legally trained 
persons. It is common knowledge, how- 
ever, that the proportion of persons who 
die intestate is very large, with resultant 
loss, hardship and suffering. 

Middlesex County has a population of 
more than a million people, and probably 
is the largest suburban county in the 
world. Its Probate Court allows at least 
six wills and appoints about as many 
administrators every day. During the 
last ten years, as its administrative of- 
ficer, in the routine performance of my 
duties, I have examined thousands of 
wills and talked with hundreds of law- 
yers, anxious legatees and disappointed 
kin. 

Why are half of the estates adminis- 
tered in this court intestate? Can some- 
thing forcible and concrete be presented 
to convince the average man that he 
should make a will? 

Having been a listener to the recital 
of facts in countless situations where the 
application of the inflexible laws of 
descent have caused great suffering and 
piled up needless expense, I have sought 
an answer to these questions. 

When the leading local lawyer has 
finally succumbed to the importunities of 
the new president of his service club to 
talk about the “law,” he usually slips in 
toward the end of his remarks some 
sound advice to the effect that persons 
with property should make wills. The 
“law,” being a subject too comprehensive 


to be covered in a three-quarter hour 
talk, he can devote but little time to ad- 
vise about making wills. Undoubtedly, 
too, mental reservations develop in the 
minds of some of his friends that maybe 
the smart barrister is thinking of the 
effect of the depression on the income of 
professional men. Advice given in this 
way does not bear much fruit. 


Why Don’t They Make Wills? 


The public lacks essential knowledge 
and the impetus to act, to properly pro- 
tect those closest and dearest. It seems 
not to be the business of anybody to urge 
the man of moderate means to safeguard 
his family by making a will. 

The rich man makes a will. The rec- 
ords show that almost no large estates 
come into the courts as intestate cases. 
Thus, it appears that the superstitious 
person, who feels that the making of a 
will is tantamount to inviting the under- 
taker to call is rarely found among the 
wealthy. The prideful or secretive per- 
son, who thinks that a will discloses to 
the world how much (or how little) he 
leaves, is as wrong as the foolishly 
superstitious. Whether you die testate 
or intestate, the Inheritance Tax Com- 
missioner will see that a public record 
of your assets, to the last detail, is made. 

Probably sheer neglect—putting off 
until tomorrow the job which should be 
done today—is one of the most common 
reasons why half the persons leaving 
property fail to make wills. 

Extended accounts in the newspapers 
of contests of wills in a few large es- 
tates, no doubt subconsciously create the 
impression that contests of wills are 
common and that they are often broken. 
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There is, also, an illusive, though deep- 
seated heritage, one that few people con- 
fess openly, but with which practicing 
lawyers are well acquainted, that making 
a testamentary disposition of property 
will provoke a fight among one’s kin. 


The Facts as to Will Contests 


Particularly to meet this aversion to 
the making of a will, I felt that a statis- 
tical examination of the records in my 
court might elicit valuable information. 

I found that 1746 wills were offered 
for probate in the Middlesex Probate 
Court in 1934. 1597 were allowed with- 
out objection, and nine are still pending, 
although no objection to their allowance 
appears on the record. 

Of the remaining 140, 61 were allowed 
after objections were withdrawn, the 
petitions for probate never having been 
placed on a trial list. Most of these ob- 
jections were entered merely to give 
someone a little time to read the will or 
investigate the situation. Ten are still 
pending, the petitions never having been 
placed on a trial list. Thirty-five were 
allowed, after the petitions had been 
placed on a trial list, but without a trial, 
because the contestant did not appear, or 
because the objections were withdrawn. 
Two were stricken from trial lists at the 
request of the parties. Thirty-two went 
to trial, resulting in the allowance of 28. 

Four wills were disallowed, one be- 
cause revoked by the testator, one be- 
cause revoked by the subsequent mar- 
riage of the testator, and two because of 
lack of testamentary capacity of the tes- 
tator. 

The fact that only two wills of the 
1746 offered for probate were “broken,” 
demonstrates the extreme zealousness 
with which the court regards the sanctity 
of a person’s will, and shows conclusively 
that a competent person can make a will 
with absolute assurance that, if it is 
legally sound, it will be probated. 

By force of the substantive law of 
Massachusetts, a next-of-kin, on contest- 
ing a will, may have issues framed for 
trial by a jury, if he can succeed in es- 
tablishing, by offer of proof, a case which 
indicates an honest and reasonable hope 
of success. 


Motions for the framing of such is- 
sues were filed in 32 cases, during the 
year 1934. Five never were acted upon, 
because the will was allowed. Ten were 
waived, dismissed or denied, without be- 
ing marked upon a trial list, one is still 
pending, 14 were denied after hearing, 
and two were allowed (one on the ground 
of lack of mental capacity and the exer- 
cise of undue influence by another; and 
the other on the ground of exercise of 
undue influence only). 


The Penalties of Intestacy 


A few of the more common problems 
and difficulties which arise from intes- 
tacy, in this Commonwealth, can be 
briefly set forth. 

Intestate estates are frequently much 
more expensive to administer than those 
disposed of by will. 

A will which merely appoints an ex- 
ecutor can be probated. Such an instru- 
ment was offered for probate in this 
court a few days ago. The law of descent, 
of course, must be resorted to by the 
executor in determining distribution of 
the net estate. 

The allowance of this instrument, 
however, will save the estate from pos- 
sible waste by contest over choice of an 
administrator. Not only does this occur 
when the kin are several degrees re- 
moved in relationship from each other, 
like cousins claiming under different an- 
cestors, but it frequently occurs when 
the kin are brothers and sisters. 

Possibility of such conflict is accen- 
tuated if the relationship of debtor and 
creditor exists between the estate of the 
deceased and one of the kin. After ex- 
pensive and fruitless litigation of this 
character, this court frequently is obliged 
to appoint a disinterested administrator, 
who, naturally, charges full wages for 
every service which he renders. 

Title to land is often clouded because 
of uncertainty as to the identity of the 
heirs. This not infrequently occurs when 
the deceased originated from a foreign 
country ‘and a part of his kin are abroad. 
Also, it occurs when the deceased is an 
aged person and branches of his family 
have migrated to other parts of this 
country. 
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While it may seem improbable, a ques- 
tion has arisen in several cases whether 
oer not the deceased left a surviving 
spouse, the deceased being of foreign ex- 
traction and most of his family being 
resident in Europe. 

The obligation placed by the law upon 
a father to support his children, but not 
so placed upon the mother, often, in case 
of intestacy of the mother, works an 
economic hardship on the father and the 
children. 

It is common practice to put the title 
to the home in the wife’s name. If the 
husband dies intestate, the home, being 
in the wife’s name, remains her property, 
and she will inherit one-third of his es- 
tate, and the children the other two- 
thirds. Also, she can draw upon their in- 
heritances for their support. 


When the Wife Leaves No Will 


If the wife dies without leaving a will, 
however, the home and everything else 
she may own, or which for convenience, 
may be in her name, descends one-third 
to the husband and two-thirds to the 
children. Because of the obligation im- 
posed upon him to support and care for 
the children, he cannot resort to their 
two-thirds of the property, without first 
going to the probate court and setting up 
a guardianship, and then, after prepara- 
tion of technical legal papers, convince a 
judge that he should have access to their 
property to use for their support. 

Then, too, under such circumstances, 
title to the family home vests one-third 
in the husband and two-thirds in the 
children. The property cannot be sold 
without conveying all interests. This 
makes guardianship necessary, followed 
by a proceeding by the guardian to ob- 
tain leave of court to sell, and, even then, 
the proceeds of the sale cannot be used 
for the benefit of the children without 
further legal action. 

Thus, a family of three or four chil- 
dren, each worth a fortune in his or her 
own right, may look to a penniless father 
for support and care while the father is 
faced with expensive litigation if he 
seeks to remedy the situation by use of 
the children’s property. 


Many times a bereaved husband, try- 
ing to adjust himself to the loss of the 
mother of his children, and faced with 
one or more of these real problems, has 
been sent to me. It gives him small com- 
fort to be told that his troubles could 
have been avoided if his wife had made 
a simple will. 


The Banker’s and Trust Officer’s Opportunity 


Of course, a will should be drawn by 
a person legally trained, he being given 
full opportunity to completely under- 
stand the requirements of the testator. 
Unfortunate results come to the atten- 
tion of this court daily when wills have 
been drawn by the deceased, by country 
squires or by other persons who take a 
small fee for filling in a few words 
around the printed matter on a law sta- 
tioner’s blank. 

Few people have contacts with lawyers °* 
on a professional basis. Everyone does 
business with some bank. 

The confidence which the average per- 
son has in the wisdom and fidelity of his 
friend in the bank and the reliance which 
he places on counsel which he receives 
in his banking-house presents to the 
banker a unique opportunity to give very 
valuable service. Regardless of the pos- 
sibilities of pecuniary return, by acting 
in some fiduciary capacity, no greater 
benefit can be conferred by a bank upon 
its customers than for its staff to urge 
with persistence and assurance, when- 
ever the opportunity arises, all of them 
who have any property or who hope to 
acquire worldly goods, to make wills. The 
confidential character of the relationship 
between the parties gives to the banker 
the opportunity to render a service which 
is inherently valuable and which may 
prevent much anxiety and suffering. 


Selassie as Beneficiary 


By the terms of will of the late Jacob 
Fox which was filed recently in New York 
City, the Ethiopian Government is to re- 
ceive 1,000 first-aid kits and the German 
Jewish refugees are to receive the residu- 
ary estate plus the proceeds from 85 per 
cent of the capital stock of the Owners and 
Tenants Electric Company, Inc. 





TRUST COMPANIES 


Cleveland 
Crust Company 


Located at Euclid Avenue and East Ninth Street and in 
Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1935 


ASSETS 

Cash on Hand andin Banks . . , $ 93,459,921.43 
United States Government obligations, direct and fully guaranteed 53,433,165.30 
State, Municipal and Other Bonds and Investments, including 

Stock in Federal Reserve Bank, less Reserves. . . . . . 12,906,294.95 
Loans, Discounts and Advances, less Reserves. . . . . . 155,898,321.80 
a te ig 5,843,628.45 
Other Real Estate. eee Vice er 11,623,082.20 
Interest and Earnings Accrued and Other Resources . 4,380,511.49 
Customers’ Liability on Acceptances and Letters of Credit Exe- 

a ea a ae ee ee ee ee 188,081.86 


OO On eG ee Us ene Aa $337,733,007.48 


LIABILITIES 
Capital Notes . . . » $ 15,000,000.00 
(Subordinated to Deposits aa Other Liabilities) 
Capital Stock Mice Nast ~' 3 13,800,000.00 
Surplus and Undivided Profits .... . 3,054,985.50 


$ 31,854,985.50 
Maserwe foe Contingencies. 2 wl lt tt we 350,000.00 
Reserve for Taxes, Interest, etc. . . . . . . .... 1,313,768.03 


DEPOSITS 
OS Se rr 
Time . .  154,231,890.40 
Cash Balances of Estates and Corporate Trust 
Departments (Preferred) . . . . . . 24,616,149.79 


$303,176,420.49 


Other Liabilities. . , 849,751.60 
Acceptances and Letters of Credit Executed for Customers. 188,081.86 


$337,733,007.48 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER CLEVELAND CLEARING HOUSE ASSOCIATION 
Member F. D. I. C. 





Mortgage Participation Interests in 
Trust Portfolios 


Considerations Governing Trust Investment 


ALBERT B. MAGINNES 
Of Larkin, Rathbone & Perry, New York, N. Y. 


Editor’s Note: The judicial attitude as to what constitutes prudence in 
the purchase of interests in mortgages for trust funds, is discussed by 
Mr. Maginnes from several most timely angles. The conflicting views 
regarding diversity are pointed out, together with citations of cases 
which emphasize the maturity and saleability features of participation 


certificates. 


NVESTMENT by fiduciaries in an 
I undivided interest in a bond and 
mortgage has long received sanction in 
the State of New York, both at common 
law and by legislative act (Chesterman 
v. Eyland, 81 N. Y. 398; Barry v. Lam- 
bert, 98 N. Y. 300; Matter of Hoffman, 
219 N. Y. 514; Banking Law 188, sub. 7; 
Personal Property Law 21, Decedent E. 
L. 111). Such investments have been 
described generally as “mortgage par- 
ticipations.” 

However, one of the results of the 
chaotic economic conditions of the past 
few years has been the large amount of 
litigation resulting from investments by 
fiduciaries in these so-called “mortgage 
participations.” There has probably been 
more litigation in New York than in the 
other States and a review of some of the 
recent decisions shows that some of the 
major problems have been definitely dis- 
posed of while others are still unsettled. 
At the outset, it may be well to have in 
mind the various forms of these partici- 
pations which may roughly be divided 
into three classifications, viz.: 


Types of Participation 


1. A complete mortgage purchased by 
a corporate fiduciary for trust invest- 
ment and by it allocated among various 
accounts of which it is a fiduciary. Such 
a mortgage might or might not be guar- 


anteed by a mortgage guarantee com- 
pany. 

2. A complete mortgage guaranteed by 
a mortgage guarantee company, partici- 
pating shares of which were sold to the 
public, including fiduciaries, under an 
agreement by which the mortgage and 
various title and insurance papers were 
held by a depositary for the benefit of 
the various participants. 

3. So-called “group mortgages” guar- 
anteed by a mortgage guarantee com- 
pany. The usual characteristics of this 
third type of investment are stated in 
Matter of Nix, 154 Misc. (N. Y.) as fol- 
lows: 


“All the certificates of the issue are se- 
cured by a group of mortgages deposited 
with a trust company, each certificate 
constituting ‘an undivided coordinate 
share of the same amount in the prin- 
cipal sum secured by the bonds and mort- 
gages or in the money secured’ to the 
title company in the deposited bonds and 
mortgages. Each bond and mortgage, 
under the terms of the agreement be- 
tween the title company and the deposi- 
tary, was to be accompanied by a policy 
of title insurance insuring that the mort- 
gage was a valid first lien for the amount 
therein specified, with interest, and also 
by a sworn certificate of an expert 
appraiser showing the appraised value of 
the property covered thereby, which was 
to be at least fifty per cent greater than 
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the principal sum secured by the mort- 
gage. The title company had the right 
from time to time to withdraw bonds and 
mortgages from the depositary upon sub- 
stituting therefor other bonds and mort- 
gages accompanied by similar documents 
and by certificates showing the same mar- 
gin of safety. The title company guaran- 
teed to the holders of the certificates pay- 
ment of the principal sum thereby secured 
ten years after the first interest date spe- 
cified therein. Each certificate, however, 
contained an additional provision permit- 
ting the holder, at any time after three 
years from the first interest date, on 
sixty days’ notice, to compel the title com- 
pany to pay the principal sum and in- 
terest ‘out of any moneys received by the 
Company in payment of the deposited 
bondsand mortgages.’ All certificates were 
to be payable in the order in which such 
notices were received and registered by 
the company.” 


Legality of Various Forms 
Three major problems arising out of 
these investments were: First, the ques- 


tion of the “legality” of the various types — 


of mortgage participations; secondly, the 
question whether it was proper for a fidu- 
ciary to place all of the funds of the 
account in one mortgage or all of the 
funds in a number of participations in 
different mortgages, and thirdly, whether 
it was incumbent upon the fiduciary to 
have the fund invested in mortgages 
which would mature at or about the 
time of expiration of the trust term. 
This latter question has arisen primarily 
in cases of trusts where the date of ter- 
mination was ascertainable as in trusts 
for infants where the infant receives the 
principal at majority and in other trusts 
which become distributable upon the 
beneficiary attaining a specified age. 

As to the legality of these various 
forms of mortgages, it is now settled 
that a trust company, participating in a 
complete mortgage (the first class) under 
the provisions of Section 188, subdivision 
7, of the New York Banking Law, if it 
complies with the provisions of the 
statute at the time the investment was 
made for the particular trust, will not 
be held liable for resulting loss and that 
the investment is not made at its own 
risk. Matter of Flint, 240 App. Div. 217, 


aff’d 266 N. Y. 607; Matter of Mulford, 
149 Misc. 728; Matter of Frazer, 150 
Misc. 43. As to a mortgage guaranteed 
by a title company where shares were 
purchased by the fiduciary (the second 
class), no question seems to have been 
made as to the legality of such an in- 
vestment. 


Validity of Group Mortgages 


Probably the outstanding problem be- 
fore the New York Courts which is still 
unsettled is the legality of participations 
in group bonds and mortgages (the third 
class). There are decisions of the lower 
courts both ways. (Matter of Nix, 154 
Misc. 61; Matter of Alexander, 152 Misc. 
354; Matter of Stupack, 154 Misc. 759). 
In the first two of these cases, the valid- 
ity of such an investment was upheld. In 
the third case, these investments were 
held to be unauthorized. 

The arguments for and against valid- 
ity of these investments set forth in the 
above cases may be summarized as fol- 
lows: 

As against the validity thereof, it is 
argued that the statutory provision 
“shares or parts of * * * bonds and mort- 
gages” is not broad enough to include 
shares or parts of a group of bonds and 
mortgages; that this type of investment 
was in use when the statutes were passed 
and the Legislature could easily have 
made the statutes specific if it had in- 
tended to include an authorization to 
trustees to invest in this type of bonds 
and mortgages (Matter of Nix) ; that the 
owners of the certificates do not own 
the underlying mortgages but acquire 
merely the rights of the pledgees there- 
of, Matter of People (Title & Mortgage 
Guarantee Co.), 264 N. Y. 69; hence the 
mortgages are merely collateral and the 
real investment is in the notes of the 
company issuing the certificates. 

On the other hand, it is argued that 
guaranteed certificates of participation in 
group mortgages with similar provisions 
for substitution of payment have been in 
use for over twenty-five years, approx- 
imately ten years of which were before 
the statutory amendments were made; 
that in 1928, the Attorney General in an 
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opinion to the Insurance Commissioner 
said that such investments were author- 
ized by the statute; subsequent amend- 
ments of the statutes did not touch this 
question and therefore the Legislature 
acquiesced in this construction (Matter 
of Nix). The Court in Matter of Niz, 
sums up this argument for legality of 
this type of investment by saying: 


“There has been what amounts to a 
practical construction of this statute for 
many years and this practical construc- 
tion is entitled to great weight.” 


Matter of Alexander construes the 
statute to mean that the word “invest- 
ments” as used in the statutes is not 
confined to purchases of shares or parts 
of bonds and mortgages but is broad 
enough to include the lending of money 
on the security of pledges of shares or 
parts of such bonds and mortgages. 

Until the question has been passed 
upon by a higher court, it will remain 
unsettled but it may not be amiss to 
point out here that in so far as the 
holder of the participations is concerned 
for all practical purposes he has as much 
security as he would have if he held an 
undivided interest in the mortgage itself 
and that the reasoning of Matter of Nix 
and Matter of Alexander is more per- 
suasive than that of Matter of Stupack. 


Diversity as Investment Precept 


On the question of diversity of invest- 
ment, the lower courts in the recent New 
York cases have refused to take sides 
with one or the other of two schools of 
financial thought:—the one that wide 
diversification of investment is the safest 
way to preserve funds and the other 
whose philosophy is epitomized by the 
familiar admonition of the late Andrew 
Carnegie “to put your eggs all in one 
basket and watch the basket.” In Matter 
of Adriance, 145 Misc. 345, investment 
of a large trust in a single issue of bonds 
secured by a mortgage on one parcel of 
real estate was held not to be negligent. 
The Adriance case probably goes farther 
than any of the other cases and in nor- 
mal times, had the trustees’ judgment 


turned out wrong, it is quite possible that 
the result might have been different. 
The higher courts have recognized that 
diversity may be desirable and as a 
factual matter consider the question as 
one of the bundle of facts which deter- 
mines whether the trustee is negligent or 
not. In Durant v. Crowley, 197 App. Div. 
540, aff’d 234 N. Y. 581, a case arising 
some years before 1929, the court held 
that the investment of one-half of the 
trust fund in one mortgage while not 
per se imprudent made it incumbent upon 
the trustee to make full inquiry concern- 
ing the loan and to exercise a higher 
degree of care in ascertaining the facts 
upon which depended the propriety of 
the investment. However, it seems clear, 
if trust funds are invested entirely in 
mortgages, and particularly if a relative- 
ly small portion of the fund is invested 
in shares of mortgages on various prop- 
erties, that the trustee will not because 
of such investments be deemed negli- 
gent per se. The Court held in Matter of 
Flint, 240 App. Div. 217, aff’d 266 N. Y. 
607: 


“It is further urged that imprudence 
or negligence is present because of a 
claimed lack of diversity in the invest- 
ments in this fund. A partiality for first 
mortgage securities on a sound value 
basis has never been deemed an impru- 
dent thing. The method of investment 
here involved diversity. The allotting of 
relatively small portions of the trust 
fund to different mortgages gave diver- 
sity, and the division of a $45,000 fund 
so as to spread it over eleven different 
properties may not be said to be impru- 
dent for want of diversity. We do not 
have here the investment of the whole or 
greater part of a trust fund in a single 
property, coupled with other elements of 
hazard, which sustained a finding of im- 
‘prudence or negligence because of undue 
concentration (Durant v. Crowley, 197 
App. Div. 540; aff’d 234 N. Y. 581.).” 


See also Matter of Stupack, 154 Misc. 
759; Matter of Balfe, 152 Misc. 739; 
Matter of Froelich, 150 Misc. 371, where 
a trust fund of $1,000 was invested in 
one participating certificate. 
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Maturity and Saleability 


As to the claim that the funds should 
not be invested for a period maturing 
beyond the term of the trust and its sub- 
sidiary that mortgage participation in- 
vestment was improper because of lack 
of saleability, these questions are solely 
ones which have been caused by the de- 
pression and the resultant “freezing” of 
the mortgage market. Prior to late 1932 
there was a great demand for mortgage 
participations which was probably at its 
highest in late 1930, all during 1931 and 
early 1932, and a purchaser could usually 
be found who would pay par and accrued 
interest therefor. Until that time, trust 
companies always had a large demand for 
these shares and invariably could dispose 
of them at the termination of a trust at 
par and accrued interest. 

In Merczak v. Brooklyn City R. R. Co., 
237 App. Div. 841, aff’d 262 N. Y. 473, 
the Appellate Division held, where it 
appeared that the City Chamberlain had 
infants’ funds to invest, that the Cham- 
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berlain could not be surcharged for hav- 
ing invested in normal times in a mort- 
gage which would mature four years and 
seven months after the infant became of 
age. Likewise, in Matter of Flint, supra, 
the same Court held: 


“All the securities, except two, had be- 
come due in fact at the time the account- 
ing was had in January, 1933. The due 
dates of these two items aggregating 
$5,000, grew out of purchases prior to 
the onset of abnormal economic condi- 
tions in real property mortgages. These 
purchases were not made a few months 
before the date for turning over the trust 
fund under the will. We have held that it 
is not negligent for a fiduciary to invest 
in a security maturing beyond the date 
when the turning over of the funds was 
required. Marczak v. Brooklyn City R. R. 
Co., 237 App. Div. 841, 261 N. Y. S. 915, 
affirmed 262 N. Y. 4738, 188 N. E. 25; 
Behrens v. Brooklyn City R. R. Co., 237 
App. Div. 836, 261 N. Y. S. 914. In the 
Marczak case, the security did not mature 
until over four years after the cestui 
que trust became of age. The investment, 
however, had been made when conditions 
were normal (April, 1927), nearly five 
years before the infant reached his ma- 
jority.” 


Nature of a Mortgage Investment 


Surrogate Delehanty, in Matter of 
Frazer, in overruling such an objection, 
sets forth the nature of a mortgage in- 
vestment in such clear and pertinent lan- 
guage that it will bear citation here: 


“In its very nature a mortgage invest- 
ment is a stable permanent investment. 
The legality and propriety of a mortgage 
investment was never determined by the 
saleability for cash of the bond and mort- 
gage prior to its due date. Indeed it is 
to be doubted if ever there could be 
created a cash market for the vast body 
of mortgage investments currently made. 
Investments of this type are liquidated 
either by payment when due or by re- 
financing through the same or a different 
lender. The investor therein does not con- 
template dealing in the bond and mort- 
gage as a negotiable or readily saleable 
security. It is true that when there de- 
veloped a method of multiple contribu- 
tions to large loans and of the issuance 
of certificates evidencing such participa- 








































Bib aia ke le aM 






ne RIS 














23, RRA PORTED BAT SL A EE 


TRUST COMPANIES 23 


tions there grew up a sort of over-the- 
counter market in such certificates, but 
the intrinsic nature of the transaction 
remained the same. It was still a placing 
out of funds at interest in a long term 
investment secured by improved prop- 
erty which in the experience of financial 
institutions, individuals and courts had 
been recognized for generations as the 
most stable form of security. Such in- 
vestments were not predicated upon a 
current day-by-day market for the cer- 
tificate evidencing it. Though evidenced 
by a certificate the investment was the 
same in all aspects as if the certificate 
holder held the bond and mortgage it- 
self. The basic idea behind a mortgage 
loan on improved property is that it will 
be immune to the fluctuations character- 
istic of readily saleable securities. Stabil- 
ity and not liquidity is the desideratum in 
such an investment. Properly selected 
investments of this type have for genera- 
tions furnished security of income and of 
principal not surpassed and probably not 
equalled by any other type of security. 
Even government securities have in times 
of stress shown greater variances in cap- 
ital value. In so far, therefore, as objec- 
tion is made that the investments were 
and are not liquid nor readily convertible 
into cash, and that no market exists or 
existed for the certificates evidencing the 
investment, the court holds the objection 
insufficient in law and dismisses it.” 


See also Matter of Jacobs, 152 Misc. 139; 
Matter of DeWinter, 154 Misc. 50; Mat- 
ter of Turner, 156 Misc. 68. 


However, it seems to the writer the 
part of wisdom of a trustee, who knows 
the exact date on which a trust will end, 
to so far as practicable prepare to have 
the funds invested in readily liquidatable 
securities at a point as close in relation 
to the time of the termination of the 
trust as possible, consistent with his duty 
to keep the fund invested in income pro- 
ducing property. 


Trust Fund Increase in Pennsylvania 


Luther A. Harr, Secretary of Banking, 
Pennsylvania, announces that trust funds 
in the possession of state banks and trust 
companies and trust departments of na- 
tional banks in Pennsylvania increased 
during the year 1935 by $157,275,298, while 
corporate trusts were $51,389,696 above the 
1934 figure. 
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PRINCIPLES 
WHICH ENDURE 


Policies must change to meet changing conditions, but 
sound principles endure. 


For more than a century certain fundamentals have 
governed Central Hanover. 


IN BANKING —cooperation with customers 
in good times and bad ; a primary regard for the 
safety of deposits. 


IN TRUSTS —full appreciation of conserva- 
tion as the first responsibility of a trustee; 
independence in the selection of investments for 
trust funds; thoughtfui attention to beneficiaries 
as well as to property. 


IN ALL RELATIONS—emphasis on 
quality of service designed to make this bank a 
constructive influence in the affairs of its custom- 
ers and the business of the nation. 


These principles endure. 


They will control our course in the future as they have 
in the past. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 
NEW YORK 
Member of FDIC 


















URING the last few years there 
has been developed in the trust 
department of Old Colony Trust Com- 
pany and The First National Bank of 
Boston, an entirely new system of trust 
accounting. This has been in the nature 
of a punched card and tabulating con- 
trol. This system has attracted nation- 
wide interest and many banks through- 
out the country have adopted the new 
ideas in full or in part and are now 
applying them in their own organiza- 
tions. 

To visualize the possibilities of 
punched cards in trust operations it is 
necessary that we emphasize the fact 
that there is a distinction between book- 
keeping and accounting. Bookkeeping 
as we all know is the recording of debit 
and credit entries against certain indi- 
vidual accounts, whereas accounting is 
the reassembling of these entries or 
facts, or the resulting effects of these 
entries into various classifications for 
the many operating purposes, and also 
for statistical information whereby the 
executive officers can study the health 
and condition not only of the accounts 
themselves, but the possible profits or 
losses to the company occasioned by 
these entries. Ordinarily, bookkeeping 
is the first step or foundation upon which 
is based the accounting information, but 
it so happens that in this new system 
accounting and control are the first ele- 
ments established and bookkeeping in it- 
self becomes almost a side issue. 


Reducing High Cost of Reproducing Items 


A study of the operations of a trust 
department will show that more than 
50 per cent. of the costs of the operating 
departments are caused by the time and 


Advances in Trust Accounting and Control 


Efficiency and Economy of Punched-Card Recording System 


AMASA W. BOSWORTH 
Assistant Vice President, The First National Bank of Boston, Boston, Massachusetts 





labor involved in reproducing, in one 
form or another and for various account- 
ing purposes, the thousands of individual 
items that make up the bookkeeping rec- 
ords. In other words, the accounting cost 
far exceeds the bookkeeping cost. 

As an illustration of the foregoing we 
will take as an outstanding example the 
receipt of a $25 dividend check for some 
account. Under the old methods there 
would be four manual treatments of this 
item: i.e., Income Collection division to 
check off the item; a Daily Control ticket 
or general ledger entry; the actual post- 
ing of the item to the individual ledger; 
and finally some sort of proof that the 
item was credited to the correct account. 
So much for the bookkeeping side. Now 
let us follow through and see what hap- 
pens on the accounting side. The Income 
Tax division is interested in this item 
in two ways—the tax return itself, and 
this year a report to the Government of 
all dividends by account and by corpora- 
tion name. The Remittance section, the 
Income statement, and the Probate State- 
ment divisions want a record of this 
same item. All told there are nine manual 
treatments of this item under the old 
methods, seven of which are repetitive 
and for different purposes. Under this 
new system we have reduced this to two 
manual treatments, the original check-off 
and the actual posting to the account, and 
seven mechanical operations covering all 
the other requirements. Multiply this one 
item of income by thousands (and in our 
case one hundred thousand items per 
year) and the following results are ob- 
tained; nine hundred thousand manual 
treatments reduced to two hundred thou- 
sand manual and seven hundred thousand 
mechanical operations. The mechanical 
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operations under control of a punched 
card for each item will always reflect the 
same amounts and the results are bound 
to be correct. 

This illustration applies in a more or 
less degree to all entries whether prin- 
cipal or income and with the thought 
in mind of all of these duplications of 
entries in trust accounting, the punched 
cards seemed to offer a means of remov- 
ing the drudgery of this type of work 
and an opportunity not only to increase 
the efficiency but to reduce the costs. 
Developments have proved that this early 
thought was quite correct. 


Description of Equipment 

A brief explanation of a punched card 
and the machines used might be made 
at this point for the information of those 
who are unfamiliar with this type of 
operation. The card is 7% in. by 3% in. 
in size, fine spaced vertically and hori- 
zontally for the purpose of establishing 
a position for punching holes. These 
cards after having been hole-punched are 
run through a tabulating machine which 
operates under somewhat the same theory 
as a piano player. Whereas the piano 
player roll produces music through the 
medium of punched holes, these cards 
produce and tabulate letters and figures. 

There are five types of machines used 
and a description of their speed or 
capacity is necessary so that the amazing 
results claimed, and in our case actually 
obtained, can be readily accepted. 
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Punch Machine—This machine can be 
either electrically synchronized to an ac- 
counting machine and automatically pro- 
duce the punched card, or can be hand 
operated. Hand production ranges from 
300 to 800 cards per hour. 

Reproducer — Used for duplicating 
cards in full or in part, Speed of this 
machine is 125 small cards per minute, 
reproducing both numerical and alpha- 
betical information. 


Interpreter—All cards have a type- 
written description on them as a means 
of quickly interpreting the information 
contained within the punched holes. This 
machine gives a full interpretation, both 
alphabetic and numeric, at a speed of 
100 cards per minute, visibly registered 
by printing on the face of the card. 

Sorter—Sorts the cords in numerical 
order, requiring repetitive sorting 
through the number of digits desired. In 
other words—four runs up through the 
nine thousands, but at a speed of 420 
cards per minute. The operator merely 
indexes the desired column. 


Tabulator—This machine reproduces 
into designated positions on prescribed 
forms, including statements, any or all 
of the information, alphabetic or nu- 
meric, which has been punched into the 
card. It has a full capacity of 85 char- 
acters per line. In view of the sub-totals 
and grand totals, it has a capacity of 25 
alphabetic and 110 numeric adding posi- 
tions. It is accurate and has a speed of 
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100 cards or full line impressions per 
minute. 


Organization Chart and Operating Control 


For a proper control of operations 
within a trust department we have found 
it advisable to set up an organization 
chart. This chart should be divided hori- 
zontally into the following classifications 
—Executive Policy, Executive Operating, 
Administrative, Service, Operating Con- 
trol, Routine Records and Routine Oper- 
ations. 

This discussion begins with Operating 
control where we make two divisions— 
on one side administrative and on the 
other accounting. In line with Routine 
records we have on the administrative 
side Security control, Trust control, and 
Daily control; while on the accounting 
side we have Principal bookkeeping; In- 
come bookkeeping, and Records control. 
In line with the Routine operations we 
find Security teller, Security vault, Cash 
teller, and Auditor. 

The functions of the sub-divisions of 
the administrative side of the operating 
control. 

First it is necessary to set up a master 
file. We have all securities numbered in 
alphabetical order. If more than one is- 
sue of the same security exists, a differ- 
ent number is assigned by maturity 
date. This number has a prefix code 
designating the class of investment in 
conformity to our general ledger. At this 
point a punched card is created in dupli- 
cate and two files maintained which act 
as ticklers for maturity and income due 
dates. 

Under the Security control we have 
such functions as receipt and delivery of 
securities, temporary withdrawals, trans- 
fers, lists of securities in their various 
forms, trust committee records, income 
dates and amounts due on bonds, stocks, 
mortgages, real estate, etc., maturities, 
called bonds, amortizations, reorganiza- 
tions, subscriptions, rights, warrants, 
and privileges, etc. 

In the Trust control all accounts carry 
a number with a prefix code designating 
either estates, trusts, supervised agen- 
cies, or unsupervised agencies. Under 
Trust control we have such functions as 


alphabetical addresses, cross indexes of 
beneficiaries, co-executors and attorneys, 
original inventory and digest, list of se- 
curities by trusts, annual or probate 
statements, miscellaneous statements and 
schedules, disbursements, taxes, fees, 
commissions, remittances, receipts, in- 
cluding such items as coupons, dividends, 
interest, rents, and miscellaneous. 


Daily Control 


We now come to what appears to be 
the most important feature of this new 
system. It is the Daily control which is 
operated by means of punched cards. All 
entries, no matter where initiated, find 
entrance to our records in no other way 
than through the Daily control and in 
the form of a memorandum properly au- 
thorized by an official. They are controlled 
by a numbered ticket which is made from 
the memorandum for each transaction, a * 
copy of this ticket going directly to the 
auditor with the original memorandum 
officially signed by the officer originat- 
ing the transaction. These tickets are 
machine-made; and, simultaneously by 
means of an electric punch which is syn- 
chronized to the accounting machine, a 
punched card is automatically produced 
which gives the full description of a par- 
ticular transaction including the general 
ledger classification and the tax code. 
We are thereby enabled to take these 
cards and by sorting and tabulating pre- 
determine the totals by classification to 
the general ledger in advance of the 
bookkeeping journals. It might be well to 
emphasize at this point that the security 
number and the account number play a 
very important part in establishing this 
control for the day’s work. Accuracy in 
properly completing the memorandum 
and checking the machine-made tickets 
is essential. If the work at this point is 
correct, well and good. If it is incorrect, 
it is conceivable, although unlikely, that 
it might continue in error throughout 
the department. However, the exacting 
demand for accuracy in order to main- 
tain efficiency is concentrated on those 
few individuals who create and check 
tickets, rather than as formerly on the 
many individuals within the department. 
Once the ticket is created the punched 
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card gives a positive control of the par- 
ticular transaction, not only through the 
day’s work, but for all other purposes. 
This is a brief outline of the administra- 
tive operations and control. 


Accounting Control—Principal and Income 


We now proceed to the accounting con- 
trol under which caption we have Prin- 
cipal bookkeeping, Income bookkeeping, 
and Records control (a punch card file). 

Let it first be known that we have 
made no departures from the regular and 
accepted methods of good bookkeeping. 
We run a journal, a ledger, and a state- 
ment; also a security ledger card for 
each holding within an account, which is 
recorded under positive proof at the 
same time the bookkeeping entry is made. 
The journals prove daily to the general 
ledger. 

The advances made at this point are in 
the nature of another synchronization of 
punch machines to our bookkeeping ma- 
chines. On the principal ledgers this 
means that a new current card for each 
security holding is created as the entry 
is made, giving the name, rate, maturity, 
par value, book value, account number, 
security number, income due dates and 
income amounts. A second card is also 
created at this time giving a total of 
principal invested and balance of unin- 
vested cash on each account as effected. 

The usual ledger and journal forms 
are used on income. At the conclusion 
of an entry on an account a punched 
card is automatically created showing 
the account number and new balance. 

We have succeeded in making book- 
keeping a specialized job. By regulating 
the flow of work and controlling the op- 
erations by punched cards we have es- 
tablished a very satisfactory volume of 
production and have removed all hazard 
of posting errors. 


Records Control 


Records control takes possession of all 
punched cards and sets up and maintains 
files covering all security and account re- 
quirements. As we have shown, there are 
two types of punched cards created dur- 
ing the day’s operations, one daily con- 
trol and one accounting control. 


IF YOU Manage 
a Bond Account 


You will find that the Bondex System gives 


you improved control . . . Because you 


see your holdings and your markets, you 


save time—make decisions promptly and 
accurately . . . Bondex helps to keep your 


bond account safer and more profitable. 


On responsible request, a specimen Bondex 
“Quality Ladder” will be sent without obligation. 


BONDE . Incorporated 


120 S. La Salle St., Chicago 


The Daily control card represents an 
individual transaction and as can be 
seen, permits an easy determination of 
all purchases and sales, deposits and 
withdrawals, cash received or cash dis- 
bursed. At the completion of the day’s 
work and after these cards have served 
the purpose of proving the entries to the 
Principal and Income journals and to the 
general ledger, they are set aside to 
await accounting needs. 

The Accounting control card estab- 
lishes the resulting effects of the Daily 
control card on the securities or cash held 
within an account. As previously ex- 
plained, the Security card gives the 
name, rate, maturity, current par value 
and book value, account number, security 
number, income due dates and income 
amounts on each security held within an 
account. 

The Principal cash card gives the new 
balance of total invested and the Prin- 
cipal cash balance on each account. The 
Income cash card gives only the account 
number and cash balance. At the conclu- 
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sion of the day’s work and after these 
cards have served their purpose in prov- 
ing the bookkeeping journals and agree- 
ing with the daily control totals to the 
general ledger, the Security card is dup- 
licated. One set is filed by security and 
serves the many purposes for Security 
control and one set is filed by account 
and serves various account requirements. 
The principal cash cards are triplicated, 
one file maintained as cash, one is filed in 
with the account, and the third is filed 
by investment officers. The income cash 
ecards are filed by cash only. All cards 
going in and out of the files are proved 
—consequently the files themselves are 
in constant proof. This feature is inter- 
esting as it enables us to establish and 
control trial balances on both the asset 
and liability sides of the general ledger. 
Before we explain the various func- 
tions of the punched cards it should be 
observed that we now approach the ac- 
counting features which have become me- 
chanical rather than manual. The slow 
and sometimes painful method of listing 
and describing by hand, or by the ordi- 
nary machine, has been eliminated. We 
are face to face with a self-feeding tab- 
ulating machine that will reproduce any 
or all information contained within a 
punched card, giving alphabetic descrip- 
tion and numeric listing by columns; at 
the same time adding, subtracting, strik- 
ing sub-totals and grand totals as de- 
sired. This work is done neatly, correctly 
and at the amazing speed of 100 cards 
per minute. 
Functions of the Various Control Cards 
The Daily Control Card is used to ac- 
complish the following: 
Daily Proof 
Tax Analysis 
Tax Refunds 
Dividend Reports to Government 
Capital Gains including Sales Analysis 
Amortization 
Probate Work-Sheet (in part) 
Investment Officers’ List by account 
transaction memorandum 
Daily balancing to Security Master 
Card 


The functions of accounting control 
card are to provide: 





Daily Proof (including all cards with- 
drawn from files) 


Cards Sorted by Cash: total invested 
trial balance by account, total prin- 
cipal cash trial balance by account, 
principal cash balances by invest- 
ment officer, and total income cash 
trial balance by account 

Cards Sorted by Security: income con- 
trol, income posting mediums, cou- 
pon envelopes, deposits and credit 
advices, lists by security for all pur- 
poses, probate work-sheet (in part), 
and security trial balance to indi- 
vidual security master card 

Cards Sorted by Account: customers 
list of securities, schedule of esti- 
mated income, lists by account for 
investment officers, probate work- 
sheet (in part), distribution of an 
account, examinations and trial bal- 
ance by individual account proving 
in total to the general ledger 


Separate files maintained under the 
following designations: 


Nominees 

Amortization 

Tax refund 

Master cards by security 


A brief description of one or two of 
these functions will present the possi- 
bilities offered by this system in the line 
of positive accounting control and also 
the reduction of operating costs. 

First let us analyze the daily proof. 
The Principal invested and Principal 
cash belonging to an individual account 
are carried on the same ledger sheet. 
The theory is that most security trans- 
actions affect cash and with this ar- 
rangement the one entry completes the 
bookkeeping requirements. A single col- 
umn is necessary to provide for a profit 
or loss adjustment. A column is also 
provided for the account number. 

The Daily journal is an extended form 
providing for two controls. On the left 
side we record the individual ledger 
entries in the usual way. On the right 
side we insert the security or asset card 
and set up the unit balance and the book 
value balance of the individual security. 
On this side we also provide a column 
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for the account number and a column 
for the security number. All security 
transactions are put through at one time 
and proved within themselves. 


Journal and Records Control Proof 


Vertical totalizers prove the journals 
in the usual way: i.e., total debts and 
credits against the total old balances, 
using the adjustment column total as a 
debit or credit. The results should agree 
with the total new balances as shown in 
their respective columns. The debits and 
credits on the Ledger side must agree 
with the debits and credits on the secur- 
ity side. The account numbers must also 
be in agreement. This completes the 
bookkeeper’s journal proof. The Records 
control now takes possession of all jour- 
nals. 

Records Control Proof (punched card 
tabulations) : 


New Account card: 

On Ledger side of journal: Total new 
invested and new cash balances, total 
account numbers 

On Security side of journal: Total new 
unit and new book value balances, 
total account numbers and security 
numbers 

Daily Control card: 

On Ledger side of journal: Total debits 
and credits—account numbers 

On Security side of journal: Total 
debits and credits—account numbers, 
security numbers 

Old cards (cash and security with- 
drawn from files) 

On Ledger side of journal: Total old 
invested and old cash balances, ac- 
count numbers 

On Security side of journal: Total old 
unit and old book value balances, 
account and security numbers 


It can readily be seen that having 
these proofs coming from different 
sources it is extremely difficult for an 
item to be placed to the wrong account 
or to the wrong security ledger card. 


Trial Balances 


An outstanding feature of these cash 
cards is found in the accuracy and time 
element in running trial balances of 


The 
Oldest Trust Company 


in Pittsburgh 
ESTABLISHED 1867 


Member Federal Keserve System 
Member Federal Deposit Insurance 


( Orporation 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 


Principal invested, Principal cash, and 
Income cash. The total of Principal in- 
vested and Principal cash balances on an 
individual account appearing on the one 
card offers a very speedy proof by 
account totals to the general ledger. A 
fully described trial balance of the in- 
dividual holdings: by account proving to 
the previous trial of Principal invested 
is really something to contemplate. Un- 
der the old hand system this operation 
took well over 1,000 man hours. Under 
this new system the whole job is com- 
pleted with expected accuracy in ap- 
proximately 60 man hours. We must in 
all fairness include an additional 60 
hours machine cost, but the net result 
shows speed, accuracy, and the saving of 
many hours of costly labor. 

As an illustration: During the last 
month a full trial balance was run— 
approximately 120,000 cards represent- 
ing the individual holdings within each 
of 4,200 odd accounts, and sub-totals and 
totals of each account were struck. Only 
three accounts were out of balance and 
two of these were occasioned by mis- 
filing one card into the next account. The 
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other was a reconstructed card returned 
to the files without proper checking. 


Application of System to Other Bank Records 


The daily proof and trial balances pro- 
vide a good illustration of control. The 
many other uses of these punched cards 
as enumerated will give some idea of 
their value. It must be remembered that 
the same cards are used for all the dif- 
ferent functions, consequently the results 
are always accurate. 

The expense of the machines and the 
attendant costs would be prohibitive to 
a small bank, but many of the larger 
banks could well afford to investigate the 
possibilities within their organizations. 


INVESTMENTS 


TRUST COMPANIES 


The total cost need not apply to the trust 
features alone as there are other appli- 
cations to be considered. We are using 
the punched cards for distribution of 
expense throughout the whole bank; also 
on payroll records, and will very likely 
apply them to our personnel records 
when we find out what requirements are 
going to be necessary in making out 
reports to the Federal Government on 
account of the Social Security Act. Some 
banks are at present using these cards in 
other ways and the future will undoubt- 
edly offer many more opportunities to 
apply them as a means of removing the 
drudgery, increasing the efficiency, and 
reducing the costs in bank operations. 
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SEE THIS DEMONSTRATION 
OF MODERNIZED COST ACCOUNTING 
AND CONTROL 
& 


During the Mid-winter Trust Conference, to be held in 
New York City, February 11-13, there will be a demonstra- 
tion of the latest developments in machines and equipment 
for administrative, investment and accounting systems. 


Investment Records—Analyses and Controls; Trust Index and 
Docket Records; Cash and Asset Ledgers—in short, the 
exhibit will include every modern improvement in Trust 
Department procedure. 


The machines and methods will be shown in actual operation. 
They are the result of years of specialized work by Remington 
Rand in co-operation with Trust Executives of large and small 
institutions. 


Included will be Punched Card Accounting and Tabulating 
Machine Control. Samples of the records displayed will be 
available for guests. 


Remington Rand extends to you a most cordial invitation to 
attend this exhibit. It will take place during each of the three 
days of the Conference in the Romany Suite on the seventeenth 
floor of the Waldorf-Astoria. 


Remington Rand 


EXECUTIVE OFFICES -: BUFFALO, N. Y. 


BRANCHES IN PRINCIPAL CITIES 
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Guaranty Trust Company 
of New York 


MAIN OFFICE FIFTH AVE. OFFICE MADISON AVE. OFFICE 
140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1935 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
due from Banks and Bankers .. .. .. . . . . $ 620,600,525.90 
Bullion Abroad andin Transit ....... . 14,960,217.00 
U.S. Government Obligations ....... . 474,466,017.17 
Public Securities . . kee ee 49,281,788.62 
Stock of the Federal Reserve Bank . 7,800,000.00 
Other Securities ew aa 23,825,671.21 
Loans and Bills Purchased — 592,238,793.76 
Items in Transit with Foreign Branches .. . 2,112,677.12 
Credits Granted on _—- asa skh ses 37,352,025.40 
Bank Buildings... . te ee a oe ae 13,547,352.39 
Other Real Estate. . . ae eae 337,581.50 
Real Estate Bonds and Mortgages . 2,990,698.74 
Accrued Interest and Accounts Receivable . . 7,920,513.65 
$1,847 ,433 862.46 
LIABILITIES 
$ 90,000,000.00 
Surplus Fund 170,000,000.00 
Undivided Profits 7,398,411.72 
$ 267,398,411.72 
Dividend Payable January 2, 1936 2,700,000.00 
Accrued Interest, Miscellaneous Accounts Pay- 
able, Accrued Taxes, etc. 15,076,421.38 
Acceptances 
Less: 
Own Acceptances held for 
Investment 33,982,564.84 
Beas larrn hte aieie ane 37,352,025.40 
Liability as Endorser on Acceptances and For- 
eign Bills 8,840,400.00 
Agreements to Repurchase Securities Sold . . 2,135,441.00 
Deposits $1,485,303,641.18 
Outstanding Checks 28,627,521.78 
1,513,931,162.96 


$1,847,433 862.46 





Legal Status of Bondholders’ Committees 


Application of Rules Governing Trustee 





JOSEPH G. PORTER 
of the (Chicago) Illinois Bar 





(Editor’s Note: The question discussed in this article is a novel one and 
appears to be full of surprising possibilities so far as the trust institu- 
tion acting as depositary, or trustee for a bondholders’ committee, is 
concerned. The author points out that there is no literature on this 
subject other than two articles in legal periodicals, the most recent of 
which is over three years old. The conclusions of Mr. Porter’s research 
should be of considerable interest to members of bondholders’ commit- 
tees, their depositaries, trustees, and the depositing bondholders.) 


HE legal status of bondholders’ com- 
mittees is of particular interest to 
officers of trust companies because of the 
intimate relation existing in numerous 
instances between trust companies and 
many bondholders’ committees. It is, of 
course, well known that many real estate 
securities now in default were originally 
sold through the commercial and bond 
departments of banks and trust com- 
panies. Many of these securities were 
sold to the customers of the trust com- 
panies so that upon default, the trust 
company is very definitely interested in 
protecting the interests of the bond- 
holders. With this primarily in mind, 
trust companies have frequently been in- 
strumental in the selection of at least a 
part of the personnel of bondholders’ 
committees. Frequently, too, the trust 
company acts as depositary for the bond- 
holders’ committee, and sometimes as 
trustee under the liquidation trust 
formed as a result of the reorganization. 
The organization of bondholders’ pro- 
tective committees under deposit agree- 
ments, and the general plans of reor- 
ganization, have become so well standard- 
ized that every trust officer is familiar 
with the general plan of the bondholders’ 
committee. The legal liability, however, 
both of bondholders’ committees and of 
the individual members of such commit- 
tees is not so generally appreciated or 
understood. 
Although bondholders’ committees have 
existed for many years in this country, 


particularly in connection with the re- 
organization of railroads in the Federal 
Courts, the precise legal status of such 
committees has not been determined un- - 
til quite recently. As late as 1929, 
Churchill Rodgers, in his very excellent 
article entitled “Rights and Duties of 
the Committee in Bondholders’ Reor- 
ganizations,” in 42 Harvard Law Review, 
899 at page 928, said of bondholders’ 
committees: 


“It is safe to say that the relationship 
is contractual, and that it is fiduciary, 
but a more accurate generalization is im- 
possible.” 


Much the same view is advanced by 
Chester Rohrlich in his article on Pro- 
tective Committees in 80 University of 
Pennsylvania, Law Review, 670 at 682, 
as late as 1932. 


Relationship that of Agency, Bailment, 
Power of Attorney or Assignment 

The legal relationship of the bond- 
holders’ committee has been defined in 
certain cases as that of agency. In the 
case of Industrial & General Trust, Ltd. 
v. Tod, 180 N. Y. 215, 73 N. E. 7, it was 
held that an action might properly be 
maintained by a depositing bondholder 
against the members of the bondhold- 
ers’ committee for conversion of the 
bonds, where the application of the bonds 
in support of a reorganization plan was 
not in compliance with the terms of the 
deposit agreement. Reference was also 
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made in that case to the fact that one 
phase of the relationship was that of 
bailment. 

As recently as 1927, in the case of 
Parker v. New England Oil Corporation, 
13 F. (2d) 158-D, Mass. 1926, reversed 
in 19 F. (2d) 903, C. C. A. 1927, it was 
suggested the relationship might be that 
of power of attorney coupled with an in- 
terest. 

In the case of Mines Management Co. 
v. Close, 186 App. Div. 23, 174 N. Y. 
Supp. 80, it was held, however, that the 
relationship of agency did not give the 
members of the committee authority to 
bind the depositing bondholders person- 
ally upon a contract to pay for the ex- 
amination of certain mining properties. 
In that case it was stated that the rela- 
tionship constituted simply an assign- 
ment. 

However, in the typical deposit agree- 
ment which has now become relatively 
standardized, at least in many of its pro- 
visions, it is usually provided that legal 
and equitable title to the bonds is trans- 
ferred to the members of the committee, 
and apparently complete powers of own- 
ership are sought to be bestowed upon 
the committee. Under these circum- 
stances, it is apparent that neither 
agency, bailment, assignment, or power 
coupled with an interest constitutes a 
complete and satisfactory classification 
of the relationship. 

Doubt has been expressed both by Mr. 
Rodgers and by Mr. Rohrlich as to 
whether or not a determination of the 
precise legal status of the bondholders’ 
committee is desirable or helpful. It is 
submitted, however, that the reduction of 
the relationship to well-settled legal con- 
cepts may very well be helpful in the de- 
termination of specific problems arising 
out of the administration of the com- 
mittee’s affairs. In fact, the determina- 
tion of the legal status of the committee 
would not appear to be unduly difficult. 
The conveyance of the complete title to 
the deposited bonds to the committee, to- 
gether with giving them broad powers 
with respect to the disposition thereof, 
would appear quite obviously to consti- 
tute the committee members, trustees for 
the benefit of the depositing bondholders 


who are the cestui que trustent. The 
trust res comprises the bonds deposited, 
and the properties or moneys subsequent- 
ly obtained as the result of the admin- 
istration of the trust. The terms of the 
trust may be found in the deposit agree- 
ment, which comprises in fact the in- 
strument of trust or trust agreement de- 
fining the limitations of the trust. 

Curiously enough, the deposit agree- 
ments creating the committees rarely use 
the term trust. The committee members 
are not referred to as trustees, nor are 
the depositing bondholders referred to 
as cestui que trustents. In fact, an ex- 
amination of the ordinary deposit agree- 
ment almost inevitably leads to a well- 
founded suspicion that the draftsman 
was disposed to keep the precise legal 
status of the parties somewhat obscure. 
There has been an apparent disposition 
to attempt to vest in the members of the 
committee all of the powers of legal 
ownership ordinarily associated with a 
trust, and at the same time to avoid the 
legal accountability of trustees. 


Relationship That of Trustee 

In even comparatively early cases, 
however, it is apparent that the court 
had sensed the essential character of the 
relationship. In such cases as American 
Trust Company v. Holtsinger, 226 Mass. 
30, 114 N. E. 956, decided in 1917, where 
the Committee was by the terms of the 
trust agreement expressly vested with 
title, “as trustee,” the arrival at this 
conclusion was obvious. In the case of 
Cowell v. City Water Supply Co., 130 Ia. 
671, 105 N. W. 1016, the court said, at 
page 676: 

“Furthermore, any reasonable expen- 
diture necessary to preserve the prop- 
erty is implied from the very nature of 
the trust.” 

In the case of United Water Works 
Co. v. Omaha Water Co., 164 N. Y. 41, 
58 N. E. 58, the court said, at page 53: 

“In view of the fact that the members 
of the Committee were soliciting the 
trust and confidence of the bondholders 
when they invited them to become par- 
ties to an agreement which they had pre- 
pared and tendered, it should be strictly 
construed as against the committee and 
in favor of the cestui que trustent.” 
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The clearest and most matter-of-fact 
statement of the legal relationship of 
the bondholders’ committee towards the 
depositing bondholders was stated in 
October of 1933 by the United States 
Supreme Court in its opinion in the 
ease of Bullard v. Cisco, 290 U. S. 179, 
at 189, where the court said: 


“We are of the opinion that the pur- 
pose of the agreement of January 3, 
1930, was not to create a mere collection 
agency nor to set up a merely colorful 
device for circumventing restrictions on 
federal jurisdiction, but to put the bonds 
and coupons, the owners of which were 
numerous and widely scattered, into an 
express trust to be managed and admin- 
istered by four trustees, for the purpose 
of conserving, salvaging and adjusting 
the investment, the municipal debtor hav- 
ing become financially embarrassed. The 
depositing owners or succeeding certifi- 
cate holders were to be the cestuis que 
trustent or beneficiaries. The plaintiffs 
were to be the trustees. Although not 
called trustees in the agreement, they 
necessarily had that status by reason of 
the rights, powers and duties expressly 
assigned to them. There was a distinct 
declaration that they should have full 
title to the deposited bonds and coupons, 
and this was fortified by other provisions 
defining the control and power of dis- 
posal which the trustees were to have 
over them.” 


Before this definite pronouncement by 
the Supreme Court of the United States, 
other Federal Courts had indicated the 
same view. In the case of Fuller v. Ven- 
able, 118 Fed. 543, C. C. A. 4th, the 
Court said, at page 548: 


“The reorganization agreement was a 
mutual contract among the bondholders 
who signed it, and the appellees were 
their trustees, and it would certainly 
have been improper and inequitable for 
such trustees to have given any benefit 
growing out of the reorganization to the 
appellant that was not shared equally 
with all of the other bondholders.” 


In the case of Habirshaw Elec. Cable 
Co. v. Habirshaw Elec. Cable Co., 296 
Fed. 875, the Court said, at page 880: 


“The deposit and reorganization agree- 
ments are too long to quote. They are 
carefully and fairly drawn. They are 
based on mutual promises. Their very 
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79 BANKING OFFICES 
SERVE 28 NEW YORK 


STATE COMMUNITIES 


@ There are Marine Midland banking 
offices in twenty-eight New York State 
citics and towns, including New York, 
Buffalo, Rochester, Troy, Binghamton, 
Oswego, Watertown and Niagara Falls. 


Their average age is over fifty years. 


The majority of them are the largest 
commercial banks in their respective 


communities. 


If you do business in New York State, 
a banking connection here offers many 


unusual advantages. 


MARINE 


Write the Marine Trust Co., Buffalo, or the 
Marine Midland Trust Co., New York, concern- 
ing the facilities of this state-wide organization. 


MEMBER F D.I CC. 
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purpose ex necessitate is united action, 
so that the depositors acting through the 
committees may protect their rights. 
They are replete with safeguarding lan- 
guage to express that purpose. We need 
not pause to discuss whether under these 
agreements property rights in the bonds 
and claims, having been severally trans- 
ferred to the committees as trustees, the 
result is to create a single undivided 
trust estate. The committees are, of 
course, trustees or fiduciaries for certain 
purposes, but the fundamental point is 
that these deposit agreements are con- 
tracts. Fuller v. Venable, 118 Fed. 543, 
548, 55 C. C. A. 309.” 


In the case of Parker v. New England 
Oil Corporation, 8 Fed. (2d) 392 (Dist. 
Ct., D. Mass.), reversed on _ other 
grounds, 19 Fed. (2d) 903, the court 
said, at page 395: 

“It is not desirable, probably not prac- 
ticable, now to undertake to define exact- 
ly the nature and extent of their powers 
and duties. It is enough, for present pur- 
poses, to characterize them under the 
general term of fiduciaries. Their posi- 
tion was, as already indicated, in many 
important respects, like that of the pro- 
motors of a corporation, who stand in a 
fiduciary relation to the corporation of 
which they are promotors. Old Dominion 
Copper Co. v. Bigelow, 188 Mass. 315, 
320, 74 N. E. 653, 108 Am. St. Rep. 479; 
sc. 203 Mass. 159, 89 N. E. 193 3 App. 
Cas. 1218; Hayward v. Leeson, 176 Mass. 
310, 57 N. E. 656, 49 L. R. A. 725. They 
had the general rights and powers, and 
were subject to the general obligations 
and limitations, of trustees. They could 
not, of course, trade with their trust es- 
tate to their own profit or otherwise use 
their position for personal profit.” 


In the recent case of Bergelt v. Rob- 
erts, 258 N. Y. S. 905, 144 Misc. 832 
(affirmed 1932), 258 N. Y. S. 1086, 236 
App. Div. 777, the Appellate Division 
definitely held that the bondholders’ com- 
mittee constituted trustees, etc., at page 
909: 


“The defendants earnestly insist that 
the plaintiffs are without standing in 
this court. But the committee defendants 
have undertaken the execution of a 
trust. They are fiduciaries, and as such 
are amenable to a court of equity. The 
rights of a minority cannot be annihil- 
ated by a self-seeking majority. Sage v. 


Central R. Co., 99 U. S. 334, 25 L. Ed. 
394. ‘Community of interest involves 
mutual obligation.’ Jackson v. Ludeling, 
88 U. S. (21 Wall.) 616, 622, 22 L. Ed. 
492; Southern Pacific Co. v. Bogert, 250 
U. S. 483, 487, 39 S. Ct. 533, 63 L. Ed. 
1099. The vigilant eye of equity may 
penetrate the administration of a trust, 
and its conscience must be satisfied that 
justice has been done. Investment Regis- 
try v. Chicago & M. E. R. Co. (C. C. 
A.) 212 F. 594, 609; Id. (D. C.) 213 F. 
492; Louisville Trust Co. v. Louisville, 
N. A. & C. R. Co., 174 U. S. 674, 683, 
688, 19 S. Ct. 827, 43 L. Ed. 1130. ‘A 
Trustee is held to something stricter 
than the morals of the market place.’ 
Meinhard v. Salmon, 249 N. Y. 458, 464, 
164 N. E. 545, 546, 62 A. L. R. I.; Mun- 
son v. Syracuse, G. & C. R. Co., 103 
N. Y. 58, 74, 8 N. E. 355; Industrial & 
General Trust v. Tod, 180 N. Y. 215, 
225, 73 N. E. 7. 

“Tt is not intended here to thrust the 
defendants’ conduct into the category of 
dishonesty or wrongdoing or faithless- 
ness to trust or obligation. They may be 
acting with fidelity and honor and 
credit. They may be discharging their 
duties for the bondholders’ welfare. But 
they are fiduciaries, and as such must 
account to equity. The assumption of a 
trust relationship implies a willingness 
and obligation to lay bare the steward- 
ship. The court charged with the sacred 
duty of scrutinizing trust managements 
cannot be denied access to trust affairs. 
As regards the trust, a trustee should 
have no secrets from a court of equity.” 
The Supreme Court of Missouri has 

definitely determined that the members 
of a bondholders’ committee comprise the 
trustees for the benefit of the depositing 
bondholders. In the case of Monticello 
Building Corp. v. Investment Co., 330 
Mo. 1128, the court said, at page 1142: 


“Trustees in mortgages and persons 
acting as members of bondholders’ com- 
mittees, on behalf of widely scattered 
bondholders who are not in a position to 
individually protect their own interests, 
must act with loyalty, fidelity and integ- 
rity toward the interests of those they 
represent. They will be held strictly ac- 
countable at law and in equity to the 
faithful performance of the trust which 
they assume. They are subject to re- 
moval for cause. They will not be per- 
mitted to personally profit by taking ad- 
vantage of those who trust them. If they 
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undertake to do so they will be compelled 
upon proper action to disgorge ill-gotten 
gains.” 

Committee Members Subjected to Same 

High Standards of Trustee 

In view of the cases just cited, it may 
be asserted with confidence that the 
courts have nowdefinitely determined that 
the legal status of a bondholders’ com- 
mittee is that of trustee; that the ad- 
ministration of the affairs of such a 
committee may be subjected to the super- 
vision of a court of equity in precisely 
the same manner as the administration 
of a trust may be, and that the members 
of a committee are held to the same high 
standards of dealing to which a trustee 
is held. 

The conduct of the affairs of many 
committees indicates that committee 
members usually do not appreciate their 
precise relationship toward depositing 
bondholders. It has become a very com- 
mon practice for members of a commit- 
tee to collect insurance premiums in con- 
nection with the insurance of properties 
managed by the committee. In some in- 
stances, this premium is termed a profit 
of the committee and is held as an asset 
of the committee distinct from the pro- 
ceeds from the particular property. A 
less defensible practice consists of the 
diversion of the insurance premium to a 
particular member of the committee who 
may be engaged in the insurance busi- 
ness. 

It is also quite common for the mem- 
bers of the committee either 4irectly or 
indirectly to procure the profits arising 
from the purchase of coal, the decoration 
of apartments, the installation of re- 
frigeration, stokers, and the making of 
repairs. This is frequently done either 
openly or indirectly by some member of 
the bondholders’ committee who is in the 
particular business, or by the formation 
of some corporation or agency acting 
for the committee or certain members 
of the committee. The diversion of such 
profits to the general funds of the com- 
mittee has become quite common, and is 
often defended as a legitimate practice. 
The diversion of such profits to the pri- 
vate funds of certain individual members 
is also common. 
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Committees frequently operate mort- 
gaged premises either in their own name 
or in the name of some nominee, charge 
management fees for such operation, in- 
cluding fees for renewal of leases, and 
divert the profits either to the general 
funds of the committee or to the profit of 
individual members of the committee. 


Liability of Committee Members and 
Depositary 

In the light of the settled decisions 
that the members of the bondholders’ 
committee act as trustees for the benefit 
of depositing bondholders, it is apparent 
that the members of the committee can- 
not properly make any private profit out 
of the administration of their trust. It 
is also apparent that since the members 
of the committee are trustees, they must 
be judged by the same standards as 
other trustees, and that the general lan- 
guage found in the standard deposit 
agreement will in no way serve to ex- 
culpate members of a bondholders’ com- 
mittee for their liability in this regard. 

Since the recent cases cited above 
definitely establish the status of bond- 
holders’ committees as that of a trustee, 
it must follow that any conduct on the 
part of the committee or its individual 
members which does not fully meet the 
rigid rules laid down for the conduct 
of trustees, doubtless subjects the com- 
mittee to legal liability. 

Similarly the depositary that stands 
by and with knowledge permits a breach 
of trust by the committee or by mem- 
bers of the committee may well subject 
itself not only to very serious criticism 
but also to possible legal liability itself. 
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FIDELITY- PHILADELPHIA 
Trust COMPANY 


Organized 1866 
PHILADELPHIA, PA. 


Statement of Condition, December 31, 1935 


RESOURCES 


Cash on Hand andin Banks ... . . $23,491,497.74 


VU. S. Government Securities and Home 
Owners’ Loan Bonds ... . . 30,178,228.03 


State, County and Municipal Seiaiiten . 17,790,764.48 
Other Investment Securities .... . 21,536,422.67 
Loans .. eh ee ae ee ae 26,999,248.29 
Real Estate er ea ae ee oe eae” 6,183,430.75 
De. « a hw oa we @ 3,714,895.32 





$129, 894,487.28 


LIABILITIES 


PE ae ee a ee ae ee ee $6,700,000.00 
Surplus... [a ae ae oe a 15,000,000.00 
Undivided Profits ee enti ie Oe ee 1,335,362.11 
Reserve for Contingencies . .... . 1,262,968.57 
Reserve for Interest and Taxes. . .. . 682,158.12 
Ee eee ee 1,382,005.00 
ee ee ee ee ee ee eee eee ee! 


$129,894,487.28 


United States Government obligations and other securities carried at $6,678,290.78 
in the above statement are pledged to secure Government, State and Munic- 
ipal deposits as required by law, and to secure Clearing House exchanges. 


Individual Trusts . . . $997,391,320.58 
Corporate Trusts . -  802,702,020.19 
WILLIAM P. GEST HENRY G. BRENGLE 
Chairman of the Board President 

J. CALVIN WALLACE 


Treasurer 


MEMBER OF FEDERAL DEPOSIT INSURANCE CORPORATION 
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Is Depreciation Merely a “‘Bookkeeping Item’ 


Business Finds a New Use for Trust Service 


CHALLISS GORE 
Author, The Ghost in the Balance Sheet; Co-author, The Forgotten Fifty Billions 


Editor’s Note: The author of this article makes a proposal for the segre- 
gation and conservation of depreciation reserve funds, based on exten- 
sive discussion with industrial executives, which may be invaluable to 
both business and fiduciary interests, and recommends the extension of 
trust services to provide a business-like plan of meeting the depreciation 
hazard. The following outline may well stimulate response from trust 
officials as to practical application and procedure from the administra- 


tion viewpoint. 


NE of the products of several years 

of business adversity has been the 
realization that a time-honored practice 
of financial management, applying to the 
depreciation reserve account, is respon- 
sible for many business embarrassments 
which could easily be avoided. 

A case in point is that of an enter- 
prise, having an earned surplus of $300,- 
000 and a net worth of $700,000, which 
recently found itself on the verge of 
disaster through lack of $15,000 cash 
available to pay for necessary replace- 
ments. A perfect example of a battle be- 
ing lost for want of a horseshoe nail. 

This company owned a manufacturing 
building in a large Eastern city. For 
several years it had been a profitable 
enterprise; so much so that, in addition 
to dividends, $300,000 of the mortgage 
was retired out of earnings. Beginning 
in 1932, operations were conducted at a 
loss, due to vacancies and unavoidable 
rent reductions. 

In the summer of 1935 the building 
manager reported to the board of direc- 
tors that the boilers were worn out and 
that immediate replacement was impera- 
tive. The new equipment would cost 
$15,000. Here was a critical situation. 
The installation could not be financed out 
of working capital; on the basis of the 
company’s current operating statement 
a loan was not obtainable. 

True, the balance sheet showed $300,- 
000 earned surplus and net worth of 
$700,000, but the basis of bank credit is 
current earning power and quick assets. 
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The only security the company had to 
offer was prospects: the prospect of get- 
ing additional tenants and higher rentals, 
the prospect of building up its income 
account, when and as business conditions: 
improved, and these prospects were con- 
tingent upon having new boilers at once. 


What Caused This Crisis? 


While the company had systematically 
set up reserves for depreciation, it had 
not actually segregated those reserves 
for their intended purpose. Instead, the 
money had been used to help amortize the 
mortgage. Equipment maintenance had 
been neglected in order to reduce debt. 
This seemed to be good business—up 
until the time that the boilers wore out. 

This instance would be of but minor 
interest if it were exceptional. On the 
contrary, it is typical of a risk which 
the majority of business concerns are 
constantly taking. It explains the real 
cause of many failures—reserves which 
are not reserved. 

Analysis of typical balance sheets and 
discussion with certified public account- 
ants and financial executives of business 
establishments reveals the fact that it is 
general practice to regard reserves for 
depreciation and obsolescence merely as 
a “bookkeeping item.” Reserves are set 
up for these purposes, but the amount of 
money involved is not usually placed in 
an ear-marked fund, where it will be 
available when needed. 

In some cases reserves finance various 
forms of expansion: larger inventories, 
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more accounts receivable, plant exten- 
sions. In other cases it swells the com- 
pany’s cash position, out of which extra 
dividends are paid or funded debts re- 
duced. As a cold matter of fact, any such 
employment of money created through 
‘reserves is short-sighted business policy. 
Expansion financed out of reserves is 
pyramiding; dividends paid out of re- 
serves is a return of capital, not a dis- 
tribution of earnings. 

Setting up a reserve on the balance 
sheet is only half the operation, less than 
half, in fact. Nothing has actually been 
accomplished in the way of protection 
against depreciation or obsolescence un- 
less the reserve funds are in such form 
that they are available when needed. 
There is small comfort to be derived 
from having charged off, or written 
down, the cost of a piece of property or 
equipment if, when replacement time 
arrives, the resources are not available 
with which to meet the bill. It is not 
over-stating the situation to say that the 
chief interest which many financial exe- 
cutives have in depreciation reserves is 
the extent to which they reduce income 
tax payments. 


Certainties Should Be Insured 


No well-run business neglects to carry 
insurance against fire and loss from other 
causes which, at most, are contingencies. 
If it is good business to protect against 
something which might happen, is it not 
sound practice to insure against a cer- 
tain, or almost certain, eventuality? 

Furniture, fixtures, machinery and 
equipment do wear out, do become obso- 
lete. When this happens they must be 
replaced if the company is to remain in 
business and meet competition on an 
even footing. Failure to recognize these 
facts, and to make adequate provision 
for these certain eventualities, is like 
sticking one’s head in the sand. 

Assume that a business is normally 
operated at eight per cent net profit. 
Now assume the introduction of a new 
method or newly devised automatic 
equipment, which cuts production costs 
ten per cent. The company which is not 
financially able to install the new method 
or new equipment cannot meet competi- 


tion without losing money. No company 
is immune from the toll which obsoles- 
cence is constantly taking. 

Consider the case of a merchant, tak- 
ing a ten-year lease and equipping his 
store with new fixtures. In ten years he 
may not be able to renew his lease; the 
character of the shopping neighborhood 
may have changed—for any one of sev- 
eral reasons it may be advisable to move. 
More than likely this again means new 
fixtures. Where will the money come 
from unless a reserve fund has been set 
up? 

Accountants Recognize Depreciation 
as a Fact 

For as far back as anyone wants to 
trace the record, depreciation and obso- 
lescence have received their share of 
attention in books and articles on ac- 
counting practice and financial manage- 
ment. Until recently, however, discussion 
and debate seems to have been centered 
principally on theory, with little atten- 
tion to the practical fact that deprecia- 
tion is a condition ... something real... 
not a mere “bookkeeping item.” 

Recently the subject has been given 
more serious consideration. Henry Varay, 
C. P. A., in the Journal of Accountancy, 
recently said, “It is obvious ... that the 
old method of laissez faire in connection 
with funding depreciation reserves must 
be abandoned. The vigilant accountant 
must think of something new.” The gist 
of his article was a recommendation that 
an ear-marked reserve fund be main- 
tained with the same integrity as a 
bonded debt sinking fund. This article 
inspired much comment and practically 
united approval. It became the subject of 
discussion in the meetings of account- 
ants’ societies in Pennsylvania and New 
Jersey. 

Hon. Robert L. Doughton, Chairman 
of the Ways and Means Committee, in a 
report to the House of Representatives 
dated February 9, 1934, called attention 
to the figures relating to depreciation 
taken in income tax returns. Between the 
years 1924 and 1931, the aggregate figure 
increased from $2,683,415,617 to $4,002,- 
508,000. The depreciation deduction in 
1931 was larger than the total taxable 
net income of all corporations. Four bil- 
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lions is a lot of money. Assuming that 
depreciation was correctly calculated, in 
the single year of 1931, the corporations 
making these tax returns consumed four 
billion dollars worth of equipment. 

Depreciated equipment does not dis- 
appear noticeably as to inventories; that 
is one of the treacherous things about 
it. As long as a machine continues to 
operate—and it may do so even after 
its cost has been written off entirely— 
the management is in danger of being 
lulled into a feeling of security, which, 
not until later (and perhaps too late) is 
correctly recognized as false security. 

Trust Fund for Business Reserves 

A British banker, D. Ratcliffe, in the 
Accountants’ Journal (England), Janu- 
ary, 1935, writes: “It is wiser to have 
separate investments to show for the 
reserve fund than to subject the reserve 
to the risks of the business in common 
with the capital of the business.” 

The most practical method for segre- 
gating business reserves is to set up a 
trust fund. Trust companies, with their 
long experience in handling funds estab- 
lished for special purposes, such as liv- 
ing trusts, insurance trusts, etc., are 
the logical type of institution for busi- 
ness to look to for this much needed 
service. 

It calls for a special type of trust 
agreement, with provisions permitting 
the establishment of the trust with a 
comparatively small amount of money, 
which may be added to as reserves are 
set up on the books of the business con- 
cern. Rather than the income being paid 
to the trust founder, it should be re- 
invested—the entire fund kept invested 
—until the time that withdrawals are 
necessary to finance replacements of 
property or equipment. 

In the investment of these funds, rec- 
ognition should be given to the fluctuat- 
ing buying power of the dollar. Inflation 
has been a popular subject of conjecture 
within the last two or three years, and 
that presents a problem too great to be 
included within the compass of this brief 
article, but fluctuating purchasing power 
of money is ever with us; it must be re- 
membered that the purpose of a reserve 
fund is to replace like with like—a truck 
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with a truck, a machine with a machine. 
The fact that goods cost more at one 
time than another suggests the advisa- 
bility of investing reserve funds, at least 
in part, in selected equities, which more 
nearly reflect the purchasing power of 
money than bonds. . 

The writer has discussed this subject 
of an ear-marked reserve fund to pro- 
vide for replacement of depreciated and 
obsolete equipment with the financial 
executives of many business organiza- 
tions. He has heard such objections as 
“we have never done it that way,” “we 
can make more by keeping our money 
employed in our own business,” and “our 
business is that of selling merchandise 
(or manufacturing), not investing in 
securities.” But the fact remains. that 
plant and equipment wear out and be- 
come obsolete and when it does, unless 
the money for replacements is available, 
that business is through, the money it 
could have made or accounting tradi- 
tions notwithstanding. As for the prob- 
lems of managing the investment fund 
properly, that is the type of task to 
transfer to the shoulders of a qualified 
trust company, acting under a carefully 
drawn trust agreement. 

Any financial executive who will an- 
alyze—not just look at, but analyze—his 
balance sheet, will find that his company 
is not insured ... protected .. . against 
the inroads of depreciation and obsoles- 
cence unless and until its reserves are 
maintained in an ear-marked fund. 

(Note: As a service to those who may desire quantity 
reprints of the above article, TRUST Companies 


Magazine will make reprints available to those enter- 
ing their request by February 18, at the regular rates.) 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
December 31, 1935 


RESOURCES 


Cash and Due from Banks $128,577,859.92 
U. S. Government Securities 229,997,961.20 


(Includes Bonds Guaranteed by the United 
States Government) 


State and Municipal Bonds...... 23,428,077.82 
Stock of Federal Reserve Bank ... 1,936,050.00 
Other Securities 54,162,627.74 
Loans and Bills Purchased 168,008,639.84 
Mortgages 24,654,914.40 
Banking Houses 15,154,700.00 
Other Real Estate Equities ...... 4,992,129.14 
Customers’ Liability for Acceptances 18,896,646.17 
Accrued Interest and Other Resources 3,202,113.28 


$673,011,719.51 


LIABILITIES 


$ 32,935,000.00 
Surplus and Undivided Profits... . 11,548,815.50 
Capital Notes 25,000,000.00 
Reserves 17,059,835.21 
Dividend (Payable January 2, 1936) 823,375.00 
Outstanding Acceptances 19,931,322.22 
Deposits 565,713,371.58 


$673,011,719.51 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 





The Layman’s View of the Trust Department 


Interviews with Business and Professional Men and Women 


O determine, at first hand and under 

circumstances permitting of full 
frankness, what some of the typical busi- 
ness and professional people of means 
think of trust department work, mem- 
bers of the staff of TRUST Companies 
Magazine have initated a series of inter- 
views which will be reported anony- 
mously in this and succeeding issues of 
the magazine. It is the purpose of these 
interviews to provide an unabridged 
commentary on the questions, doubts and 
criticisms which trust officials must 
answer if many of their prospects are to 
repose full confidence in them and make 
adequate use of trust services. 

As a news reporter, it is often pos- 
sible to obtain comments from laymen 
which would not be forthcoming where 
the business element is present, and as 
the survey will embrace representative 
men and women in major lines of activ- 
ity, it is hoped that the attitude of the 
trust public may be presented with con- 
siderable accuracy and timeliness. Gen- 
eral comments and questions asked in- 
clude reference to current developments 
which may affect interest in fiduciary 
services. These interviews are calculated 
to provide a forum for revealing the 
strength and weakness of corporate fidu- 
ciary services as seen by the layman. 

Selection of those to be interviewed is 
based on reference by persons not con- 
nected with trust institutions, thus assur- 
ing an “outside” viewpoint. The com- 
ments obtained will frequently be found 
to be based on general impressions and 
“hearsay” rather than first-hand knowl- 
edge of trust services. 


Interview Number 1 


Mr. A is a younger member of a large 
and successful wholesale firm in the East, 
his father being one of the founders of 
the business and still active in its man- 
agement. He is married and has no chil- 
dren, and is anxious to avoid, partially, 
at least, the risk of further increase of 
transfer taxes in the future. 


His interest in trust department serv- 
ices arises exclusively from the tax-sav- 
ings possible through present transfer of 
part of his estate; in fact he thought 
this was the only distinctive advantage 
of trust service and the main reason why 
such services were used. The only read- 
ing he had done on fiduciary matters was 
two or three of the more attractive book- 
lets on taxation of estates. He was im- 
pressed by good layout and quality paper, 
and interested in non-technical state- 
ments supported by a few illustrative 
figures rather than by exhaustive charts, 
figures and technical discussion. He had 
not read any newspaper trust company 
advertisements, saying that his interest ° 
was in news of his own line of business 
and usually passes over news stories 
about trust institutions, particularly 
legal decisions, as being out of his line. 

In the selection of a trustee, Mr. A 
had formed opinions as to several banks 
that would be suitable, largely through 
contacts in commercial banking transac- 
tions and comments of business associ- 
ates, knowing only two or three trust 
officials slightly. He had gathered the 
impression that the trust department 
was simply another little division of a 
bank, and made slight distinction be- 
tween bankers and trust men or their 
problems, which he believed to be of par- 
ticularly routine nature. Trust duties, he 
thought, were simple and completely de- 
fined by laws and the work of settling 
an estate or administering a trust almost 
always of a purely perfunctory nature, 
simply a matter of collecting the assets 
and “safekeeping,” without personal at- 
tention to either investment or family 
problems. 

He was under the impression that trust 
fund values were quite often dissipated 
by “over conservatism” of the fiduciary 
in sacrificing original securities at lower 
prices and putting the money into “gov- 
ernments” at a very low yield, thereby 
also precluding any chance for recouping 
losses. He believes this is due to the 
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major and natural interest of the fidu- 
ciary in protecting itself, and to lack of 
sufficient attention to investments. It was 
his understanding that supervision of 
holdings consisted of a rather perfunc- 
tory semi-annual review by a committee, 
except perhaps in very large estates. In 
answer to a question as to whether he 
was aware of the customary practice of 
obtaining and analyzing news and facts 
from a variety of authoritative sources 
and specially reviewing all holdings of 
individual issues particularly affected by 
some current development, Mr. A said he 
did not know that was the practice. 
Concerning qualifications expected of 
an executor or trustee, he felt that the 
functions were so well defined and rou- 
tine that any one in whom you have con- 
fidence could do it well enough without 
making important mistakes. A man’s 
wife, if possessed of good business sense, 
as executrix, could get proper advice 
from the same people as her husband— 
the broker, business associate or possibly 
the family lawyer, according to Mr. A. 
He did state that there were probably 
many women who might be too easily in- 
fluenced, but seemed to feel definitely 
that executorship took no special train- 
ing and the wife could consult her attor- 
ney just as the trust company does. When 
several operating problems were pointed 
out that required knowledge from train- 
ing and experience, rather than purely 
court and legal procedure, Mr. A was not 
of opinion that any difficult problems 
would be encountered except in a large, 
involved estate, and he believed his not 
to be involved. He questioned the par- 
ticular superiority of trust company man- 
agement, believing the personnel was 
not adeqately paid and making less than 
the friends upon whom his wife would 
call for advice. He asked. the scale of 
salaries in trust departments, under- 
standing that five or six thousand was 
about the average high except for a few 
of those in charge of large departments, 
even in which cases they would be so 
much lower than other bank officers and 
those in other lines of business authority 
that trust work could not encourage the 
more aggressive type. It was his impres- 
sion that many went into this work “pre- 


ferring the security to private business, 
the dignity of the position and the easy 
hours.” They “took life easy,” he thought, 
and did not spend much time studying 
or keeping up on new developments as 
he had to do in his own trade, and it had 
not occurred to him that an increasing 
majority were training especially for the 
trust profession or could be attracted by 
a type of work which he thought was 
mostly clerical in nature. 

Mr. A did not express particular in- 
terest in knowing more about trust work, 
seeing no mystery in it and not consider- 
ing that he had any problems of this 
nature, and knew of nothing outstanding 
that trust companies had done of interest 
in his situation. He believed that the 
competition of investment counsel firms 
had done much to improve the quality of 
investment management in trust institu- 
tions, particularly from the angle of giv- 
ing more personal attention to the funds 
and the clients. His own trust he had 
established with a trust company be- 
cause of the tax situation on a strictly 
business basis of economy of cost, think- 
ing that about 90 per cent of trust fees 
are profit anyway, and selecting from the 
trust institutions which he considered 
among the foremost in reputation. 


(Editor’s Note: Many of these im- 
pressions are probably the exception 


and almost universally unfounded 
in fact, but should be considered as 
representing the attitude of a’ busi- 
ness man unfamiliar with actual 
fiduciary service and unaware of its 
application to his needs. Trust Com- 
panies Magazine will welcome con- 
structive, factual response from trust 
officials, confined to any one of the 
questions raised.) 


Regular Income as Health Aid 


A concept of economic security as the first 
measure for prevention of illness was ad- 
vanced by Edgar Sydenstricker, scientific 
director of the Milbank Memorial Fund, at 
a recent meeting of the Welfare Council in 
New York. He pointed to the basic respon- 
sibility for assuring “a reasonable degree of 
economic security and adequate medical 
care,” stating, “Such a concept postulates 
no special system of government.” 
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ENTERING 


OUR 89TH YEAR- 


and Chicago’s Second Century 


This company and its predecessors have been serv- 
ing Chicago and Cook County in matters relating to 
real estate titles since 1847. It has been administer- 
ing trusts in Chicago under court and private appoint- 
ments since 1887. 

Never has there been more urgent need for careful 
examination of real estate titles and for general use 
of title insurance than now. 

Never has there been a greater need for wise and 
experienced trust service than now. 

Never has this Company been better qualified and 
more alert to these opportunities for rendering an 
indispensable service in its community. 


CHICAGO TITLE & TRUST COMPANY 


69 West Washington Street, Chicago 
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The Trust Year in Review 
Annual Reports Reflect Continued Progress 


HE annual meetings of bank stock- 

holders throughout the country this 
month were the occasion of more serious 
comment on questions of national eco- 
nomic and financial developments than 
has been evident in many years, as the 
decreased earnings of commercial bank- 
ing business coincided with mounting 
expenses. 

Record attendance and frank discus- 
sion were in evidence in most financial 
centers, where the prevalence of lower 
interest rates and higher costs, occa- 
sioned by taxes and F. D. I. C. assess- 
ments, formed the center of comment. 
Of unusual interest was the estimate, by 
the Guaranty Trust Company of New 
York, of the effect of maximum Social 
Security Taxes upon their company, 
showing: 


Federal Old Age Retirement Tax 
—based on September, 1935, 
payroll and computed = at 
maximum rate of 3 per cent.. $171,000 
Similar tax is imposed on em- 
ployees— not included in 
above figure. 
Federal Unemployment Insur- 
ance Tax—based on Septem- 
ber, 1935, payroll and com- 
puted at maximum rate of 3 
per cent less credit for State 
Tax 129,000 
New York State Unemployment 
Insurance — based on _  Sep- 
tember, 1935, payroll and com- 
puted at maximum rate of 3 
per cent 410,000 





Total Taxes $2,033,000 


These conditions have occasioned a 
more intensive consideration of the es- 
sential nature of trust department serv- 
ices, and a wholesome recognition of the 
increase and stability of fiduciary activi- 
ties and earnings. This record is the 
more meritorious by reason of the un- 
stinting extension of facilities to protect 
these properties against the novel com- 
plications that have surrounded the work 
of financial conservation. Following are 
representative excerpts relating to trust 
department administration. 


Wilmington, Delaware 


Our Trust Department has continued to 
show a healthy and profitable growth dur- 
ing the year, and is producing a steadily 
increasing net income. The favorable tax 
situation prevailing in Delaware has 
brought from other states an increasing 
amount of business in Personal Trusts and 
Agencies, in Custodian accounts and in 
Corporate agencies. The decline in earnings 
due to low interest rates and reduced de- 
mand for credit has been largely offset by 
the gain in income from the Trust Depart- 
ment. 

S. D. Townsend, Wilmington Trust Company 


Chicago, Illinois 


In the year just passed, we feel that our 
growth, in both our commercial and trust 
departments, has been greatly due to a 
conscientious desire to serve our customers, 
and a definite expression of certain policies 
which, in our opinion, are most needful in 
the building of a banking institution today. 
* * * Growth in deposits does not complete 
the picture. A bank is made up of several 
departments, of which the trust department 


is of great importance. 
Laurence Armour, American National Bank & 
Trust Co. 


Earnings of the trust department exceed 
those of the preceding year, but we are still 
confronted with a continuation of heavy ex- 
pense in the administration and preserva- 
tion of trust assets in a time of financial 
difficulties. During the year the company has 
continued to carry on vigorously the task of 
aiding in the reorganization of defaulted 
real estate mortgage bond issues in respect 
of which it has acted as depositary or has 
aided bondholders’ protective committees. 
The fees received by us up to the present 
time for this work have been less than ex- 
penditures incurred. The number of reor- 
ganizations completed far exceeds the re- 
sults obtained in 1934. The coming year 
should witness great progress in this field, 
and we expect ultimately to be reimbursed 
for our expenditures and, in some degree, 
paid for work done. 

Abel Davis, Chicago Title & Trust Company 
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The trust department showed an appre- 
ciable increase in earnings. Corporate trust 
business expanded with the resumption of 
financing and with greater activity in the 
security markets. This trend gives promise 
of continuing. (Mr. Cummings also stated at 
the meeting that the trust department con- 
tributed $2,700,000 [to total gross earnings 
of $25,371,018] of which $1,281,000 was net 
earnings.) 

Walter Cummings, Continental-Illinois National 
Bank & Trust Co. 


The trust department has had a satisfac- 
tory year, both its gross earnings and net 
profits showing an increase over those of 
1934. Corporate trust business has increased, 
and shows signs of still further increase, 
and this should result in further improve- 
ment in earnings. 


John P. Oleson and Edward E. Brown, First 
National Bank of Chicago 


It is gratifying to be able to report an in- 
crease in earnings. This result is due to 
improved earnings of our trust and invest- 
ment departments. On the other had, our 
deposits, which have been increasing at a 
very satisfactory rate during the past year, 
have shown a somewhat larger percentage 
of growth this year, which will permit larger 
earnings whenever higher rates of interest 
are obtainable. 

Albert W. Harris, Harris Trust & Savings Bank 


New Orleans, Louisiana 


The Trust Department has shown very 
satisfactory progress during the year, hav- 
ing added a considerable number of new and 
profitable accounts. The Special Committee 
of directors comprising the Trust Estates 
Committee is giving this department close 
supervision and the experienced staff is ren- 
dering the clients of the department efficient 
service. 

The only unfavorable development of the 
year affecting the future development of all 
trust departments in Louisiana banks was 
the repeal by the Third Special Session of 
1935 of Act 107 of 1920, which was the 
only law permitting the creation of trusts in 
ordinary cases. Litigation is now pending in 
our courts to test the constitutionality of 
this repeal so far as trusts already in exist- 
ence are concerned, but unless the legisla- 
ture itself reverses its action no further 
trusts (except for charitable purposes) can 


be created. It is hoped that the legislature 
will re-adopt the original trust law at the 
forthcoming regular session of 1936 in the 
interests of the many persons who had 
found it highly important for the protection 
of young and inexperienced heirs. 

Further progress has been made and this 
continues to be a profitable department of 
the bank. We are presently carrying the 
following accounts: 


55 Corporate Trusts. ..$56,179,200.00 
75 Individual Trusts... 3,473,116.96 
129 Custodianships 18,895,768.45 
16 Special Corporate 
Trusts 2,595,894.01 
7 Escrow Accounts.... 42,005.00 
22 Depositary Accounts 3,203,591.00 
R. S. Hecht and A. P. Imahorn, Hibernia Na- 


tional Bank 
* 


Detroit, Michigan 


The trust department experienced a very 
substantial growth during the year and 
has, after its second full year of operation, 
become well established in the community 
as a fiduciary of high character and stand- 
ing. Our fundamental policy of conserva- 
tism in administering trust business of all 
classes is already meeting with both ap- 
proval and success. This department showed 
a profit for the year and I regard this as 
a very creditable performance, as ordinarily 
several years are required before a trust 
operation becomes profitable. 

Walter S. McLucas, National Bank of Detroit 
° 
Minneapolis, Minnesota 


Our trust department has completed a 
successful year, with personal trusts under 
agreement, wills and irrevocable life insur- 
ance trusts contributing increased volume. 
It has been apparent for some time that a 
growing number of people of modest means 
are coming to realize that the services of a 
capable trust organization are not only con- 
venient but necessary to the successful 
handling of their estates. Although our Cor- 
porate Trust Division has had few demands 
for its services as trustee under new cor- 
poration securities issues, there has been a 
marked increase in stock transfers and also 
sustained activity in connection with cor- 
porate reorganizations. The Investment Ad- 
visory Division of the Trust Department 
has continued to expand in response to a 
growing number of requests for carefully 
considered and unprejudiced advice on in- 
vestment matters. 


L. E. Wakefield, First National Bank & Trust 
Co. 
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St. Louis, Missouri 


During the past year emphasis was laid 
on the services of our trust department 
with gratifying results. It is well equipped 
with a trained personnel and its increasing 
business is evidence of the esteem the pub- 
lic holds for it. 


W. L. Hemingway, Mercantile-Commerce Bank 
& Trust Co. 
e 


Newark, New Jersey 


The total amount of personal trusts in 
the trust department at the close of the 
year 1935 was $258,144,228.17 or an in- 
crease for the year of $18,607,063.51. The 
amount of insurance trusts held at the close 
of the year was $32,565,039.05 or a decrease 
for the year of $2,696,008.75. The total 
amount of corporate bonds and trusts for 
which the company is acting as trustee 
was $299,329,000 or a decrease of $725,000 
in trusts of this character. Trusts under 
which securities are held amounted to $130,- 
384,336.59. 

One hundred and thirty-seven new trust 
accounts were accepted, of which 26 were 
transfers from executor to trustee, leaving 
111 business accounts. These 111 new busi- 
ness accounts are made up as follows: 


Ninety-eight “Estates and individual ac- 
counts” representing assets approximate- 
ly amounting to $13,319,894. The total of 
this class of business held as of Dec. 31, 
1935, $255,040,485.52. 

One “Corporate Account” as trustee under 
an indenture providing for the issuance 
of bonds in the sum of $65,000,000. The 
total of bond issues for which this com- 
pany is trustee as of Dec. 31, 1935, 
amounts to $299,329,000. 

Ten “Unfunded Life Insurance Trusts” in- 
cluding five Irrevocable Trusts involving 
policies totaling $812,300.00 

Two “Irrevocable Funded Life Insurance 
Trusts” involving policies totaling $100,- 
000. 


In connection with the business “Insur- 
ance Trusts” we wish to report the follow- 
ing facts: 


As of the close of business Dec. 31, 
1935, we have on our books a record of 
four hundred eighty-four insurance trusts 
totaling $35,189,358.05, which includes ten 
Funded Accounts for which our records 
show cash and securities in the amount 
of $686,331.76, the income and principal 
of which may be used for the payment of 
premiums. 


Rochester’s oldest trust company, 
located at the heart of the financial 
district, offers complete banking, 
trust and safe deposit service. 

Capital and Surplus ...$ 4,000,000 
Resources $42,000,000 


ROCHESTER TRUST 
and Safe Deposit 
LOMPANY 


ROCHESTER, NEW YORK 


During the year 1935, three insurance 
trusts involving collections of $289,584.34 
became effective on the deaths of in- 
sured. To date we have twenty-six effec- 
tive insurance trusts, the net proceeds of 
which at the time of the deaths of the 
insured amounted to $1,872,906.42. 


Cash received during the year amounted 
to $74,853,673.49 and cash disbursed was 
$72,841,196.29. At the close of business Dec. 
31, 1935, there were approximately 3,100 
trust accounts in our care. 

J. H. Bacheller, Fidelity-Union Trust Company 


New York City, N. Y. 


A trust committee of five directors, ap- 
pointed by the board, has been charged with 
the duty of supervising and directing the 
activities of the Trust Department. It has 
met at regular intervals to determine the 
policy of the Bank in its fiduciary capacities 
and to pass upon all investment matters. A 
committee of senior officers meets every two 
weeks to discuss in detail the investments 
in the trusts and estates and to make recom- 
mendations to the trust committee. To assist 
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COMPLETE 


ANCILLARY SERVICE 
IN 
NORTHERN NEW JERSEY 


Correspondence Solicited 


The Plainfield Trust Company 
Plainfield, New Jersey 
Member Federal Reserve System 


it in supervising the mortgage investments 
in the trusts, the trust committee has estab- 
lished a sub-committee under the chairman- 
ship of one of its members. We have been 
fortunate in obtaining on this sub-com- 
mittee the services of experienced men 
familiar with real estate and mortgages. 
We are indebted to them for their assist- 
ance. Under present conditions those who 
are charged with the responsibility of the 
investment of trust funds are faced with a 
difficult task. It is a problem which is being 
given constant thought, study and discus- 
sion by your directors and officers. 

I take pleasure in reporting to you that 
during the year there has been a substantial 
increase both in number and in amount of 
appointments of the Bank as executor and 
trustee under wills and deeds of trust. The 
confidence which the customers of the Bank 
are showing in it by naming it in fiduciary 
capacities is most gratifying. With the in- 
crease in corporate financing and with the 
greater activity in the security markets, 
the current business of the Corporate Trust 
Division has improved appreciably. The re- 
sults obtained by the Trust Department this 
year are most encouraging. 

J. Stewart Baker, Bank of the Manhattan Com- 


pany 
a 


The increased activity in the securities 
market during the past year has been re- 
flected in our Corporate Trust department. 
* * * 

Last year in discussing in the annual re- 
port the Fiduciary Departments I said that 
the problems of the depression had prompt- 
ed a policy of sparing no effort to protect 
the interests of the beneficiaries of trust 
funds in our care, and also to maintain a 
high degree of operating efficiency. While 
this, of necessity, has resulted in increased 
operating costs for the Personal Trust Di- 


vision, this division has, nevertheless, op- 
erated during the past year on a satisfac- 
tory basis and I am particularly gratified 
to be able to say that new trust business, 
both in the nature of living trusts and will 
appointments, has continued to increase sub- 
stantially. 
S. Sloan Colt, Bankers Trust Company 


There has been a substantial increase in 
the volume of new business received during 
1935 in both the personal trust and the cor- 
porate trust divisions. As the result of this 
encouraging development, the earnings of 
the trust department as a whole for the 
year have, under existing adverse condi- 
tions, been satisfactory, with the prospect 
for material improvement in the future. A 
number of appointments as executor and 
trustee have been directed to the depart- 
ment in 1935 by shareholders, whose help- 
ful cooperation in this respect is much 
appreciated. 

Winthrop W. Aldrich, The Chase National Bank 


The Directors’ Trust Committee is com- 
posed of: Messrs. W. Fellowes Morgan 
(chairman), Arthur Iselin, Robert Goelet, 
Charles A. Corliss, H. Hobart Porter, Carl 
A. de Gersdorff, with two rotating direc- 
tors who serve for three months, the entire 
Board in this way serving on the Com- 
mittee. 

We have no greater responsibility than 
that of administering the affairs of our 
trusts. The Committee meets each week 
during the year for the purpose of review- 
ing affairs of the trusts and conferring 
with the officers who administer them. We 
are indeed fortunate in having such prac- 
tical business men available for the guid- 
ance and direction of the affairs of our 
Trust Department and they have performed 
a splendid service. 

Percy H. Johnston, Chemical Bank & Trust 


Company 
— 


The [City Bank Farmers] Trust Com- 
pany earned $1,284,614.08 for the year, out 
of which the Board of Directors has applied 
$715,855.21 to Reserves and carried $568,- 
758.87 to Undivided Profits, which amount- 


ed after minor adjustments to $2,805,- 
960.55 at the year end. The profits for the 
year were about $40,000 less than 1934, a 
small decline in view of the fact that the 
Company earned about $260,000 less in 
interest and the amount reserved for taxes 
and the Federal Deposit Insurance Corpora- 
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tion assessment was $172,000 greater. As 
the scale of general charge is fixed, this 
means that more services were rendered 
to more people than in the preceding year. 
* * * A satisfactory volume of new busi- 
ness is coming to all departments. The or- 
ganization is better than ever. I look to the 
Trust Company over the years to render an 
increasingly good account of itself both to 
its customers and shareholders. 


James H. Perkins, National City Bank of New 
York and City Bank Farmers Trust Company 


The Trust Department has shown a 
notable increase in its volume of agency and 
other corporate trust business. In the num- 
ber of fiduciary appointments there has also 
been an encouraging growth. This appre- 
ciable improvement is attributed to a policy 
of individual and personal attention to the 
problems of each customer. 


Herbert P. Howell, Commercial National Bank 
& Trust Co. 


The activities of our trust department 
have considerably increased during the year, 
and the new business obtained is very en- 
couraging. 

Frederick Hornby, Continental Bank & Trust 
Company 


The trust department also has shown a 
gratifying increase in the number and 
amount of trust and custodian accounts. 
The results of operation for the year are 
particularly satisfactory in view of the dif- 
ficult conditions existing in the investment 
market. 

Arthur J. Morris, Fulton Trust Company 


New trust business secured during 1935 
was more than twice that of the preced- 
ing year, while commercial business of the 
company reflected the prevailing low de- 
mand for acceptable loans. 

Harvey D. Gibson, Manufacturers Trust Com- 
pany 
* 


Cleveland, Ohio 


There has been a substantial advance in 
the volume of trust business. * * * Five 
members serve on our Trust Committee. 

Harris Creech, The Cleveland Trust Company 


Missouri's 
Largest Fiduciary 


This company engages only 
in the trust business. It does 
no banking business. It ac- 
cepts no deposits. 


It administers more trust 
property than any other Mis- 
souri financial institution. 
Itis the oldest trust com- 
pany in Missouri. 


For ancillary service in 
Missouri or Southwestern 
Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 


Philadelphia, Pennsylvania 


The Trust Department shows further 
gains in the assets committed to its care. 
The supplemental summary upon page 12 of 
this report embodies the figures of that 
department, as well as those of Trustee- 
ships, Registrations and other similar fidu- 
ciary relationships in various Corporate 
Trust matters. 


There continues the careful scrutiny of 
the assets of trust estates by a Committee 
of your Board, to which is brought the 
results of other Committees of Officers and 
analysts in the endeavor to safeguard as 
far as possible the character of investments 
which your Company administers in fidu- 
ciary capacities. * * * 

As owners of the institution you may be 
of great benefit to it and enhance the value 
of its shares by bringing its availability to 
the notice of your acquaintances at this par- 
ticularly appropriate time, when the in- 
creasing number of governmental require- 
ments imposes a burden of which the Trust 
Company may relieve the individual. 


Albert A. Jackson, Girard Trust Company 








PROGRAM OF SEVENTEENTH MID-WINTER TRUST CONFERENCE 
Trust Division, American Bankers Association 
February 11-13, 1936: Waldorf-Astoria, New York City 


First Session—Tuesday 
Address of the President: 
Merrel P. Callaway, President, Trust 
Division, A. B. A., and Vice President, 
Guaranty Trust Company of New 
York. 


The Outlook for Trust Business in 1936: 
Harvey Weeks, Assistant Vice Presi- 
dent, Central Hanover Bank and Trust 
Company, New York, N. Y. 


Sound Public Relations Policies: 
Elliott Thurston, Federal 
Board, Washington, D. C. 


Practical Approaches to Public Under- 
standing: 
Robert W. Sparks, Vice President, 
Bowery Savings Bank, New York, 
N. Y., and President, Financial Adver- 
tisers Assn., Chicago, II]. 


Reserve 


Second Session 
New Trust Business Development in All 
Its Phases—Open Forum: 
Gwilym A. Price, Vice President and 
Trust Officer, Peoples-Pittsburgh Trust 
Company, Pittsburgh, Pa., leader of 
discussion. 


Third Session—Wednesday 
Need for an Equitable Basis for Trust 
Fees: 
R. M. Kimball, Secretary, Continental 
Illinois National Bank & Trust Com- 
pany, Chicago, IIl. 


Fundamentals of Trust Department Cost 
Analysis: 
John J. Driscoll, Jr., Driscoll and Mil- 
let, Philadelphia, Pa. 


Social Significance of Trust Service: 
Robert V. Fleming, President, A. B. A., 
and President, Riggs National Bank, 
Washington, D. C. 


Legislative Trends Affecting Trust Busi- 
ness: 
George C. Cutler, Chairman, Commit- 
tee on Federal Legislation, Trust Di- 
vision, A. B. A., and President, Safe 
Deposit & Trust Co., Baltimore, Md. 


Fourth Session 

Duties and Liabilities of the Trustee— 
Open Forum: 
(a) Personal Trusts, 
(b) Corporate Trusts, 
Austin W. Scott, Professor of Law, 
Harvard Law School, Harvard Univer- 
sity, leader of discussion. 


Thursday—Fifth Session 
New Operating Methods for the Trust 
Department: 
Eugene C. Wyatt, Assistant Trust 
Officer, The Chase National Bank, New 
York, N. Y. 


Supervisory Policies of the Federal Re- 
serve System: 
Walter Wyatt, General Counsel, Fed- 
eral Reserve Board, Washington, D. C. 


Investing Trust Funds Today: 
Robert C. Effinger, Vice President, 
Irving Trust Company, New York, 
N. Y. 

New Tax Problems of the Trustee: 
H. N. Andrews, Chairman, Committee 
on Taxation, Trust Division, and Vice 
President, Old Colony Trust Com- 
pany, Boston, Mass. 


Trust Topics at First Regional 
Conference 

With the American Bankers Associa- 
tion meeting in Philadelphia on January 
23 and 24 was launched the first of a 
series of four regional conferences de- 
signed as a nationwide campaign for 
promoting sound banking development. 

In addition to the general sessions 
there were six forum meetings on spe- 
cial phases of banking and a Trust 
forum on the evening of the 23rd, with 
Merrel P. Callaway presiding. At this 
forum Henry A. Theis, vice-president, 
Guaranty Trust Company of New York, 
will lead the discussion on “Should our 
Basis for Fees be Revised?” and Gilbert 
T. Stephenson, vice-president of Equi- 
table Trust Company, Wilmington, on 
“Trends in the Trust Field.” 
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Trust Division Committees, A.B.A. 
1935-1936 


Costs and Charges 
Henry A. Theis, Vice President, Guaranty Trust Company of New York, N. Y., Chair- 
man. 
C. W. Bailey, President Southern Trust Company, Clarksville, Tenn. 
Roy M. Huff, Trust Officer, First National Bank and Trust Company, Tulsa, Okla. 
Ronald M. Kimball, Secretary, Continental Illinois National Bank and Trust Company, 
Chicago, Ill. 
W. H. Loos, Vice President and Trust Officer, First Security Bank of Utah, N. A., Ogden, 
Utah. 
Federal Legislation 
George C. Cutler, President, Safe Deposit & Trust Company of Baltimore, Baltimore, 
Md., Chairman. 
Channing H. Cox, President, Old Colony Trust Company, Boston, Mass. 
John C. Mechem, Vice President, The First National Bank of Chicago, Chicago, III. 
Sidney F. Taliaferro, Vice President and Trust Officer, The Riggs National Bank, Wash- 
ington, D. C. 
A. Nye Van Vleck, Personal Trust Officer, Guaranty Trust Company of New York, N. Y. 


Fiduciary Legislation 

Richard G. Stockton, Vice President and Associate Trust Officer, Wachovia Bank & Trust 
Company, Winston-Salem, N. C., Chairman. 

A. L. Grutze, Vice President and Trust Officer, Title and Trust Company, Portland, 
Oregon. 

L. H. Roseberry, Vice President, Security-First National Bank of Los Angeles, Calif. 

William J. Stevenson, Vice President and Trust Officer, First National Bank & Trust 
Company, Minneapolis, Minn. 


Liability Insurance for Fiduciaries 
Robert G. Stephens, Vice President, Central Hanover Bank and Trust Company, New 
York, N. Y., Chairman. 
W. D. Lux, Vice President, Crocker First National Bank of San Francisco, Calif. 
A. Holt Roudebush, Vice President and Counsel, Mississippi Valley Trust Company, St. 
Louis, Mo. 
Andrew Wilson, Jr., Vice President, Bank of the Manhattan Company, New York, N. Y. 
Cooper D. Winn, Jr., Insurance Manager, Guaranty Trust Company of New York, N. Y. 


Relations With the Bar 


H. O. Edmonds, Vice President, The Northern Trust Company, Chicago, IIl., Chairman. 

James T. Carter, Vice President and Trust Officer, Fidelity Trust Company, Baltimore, 
Md. 

J. E. McGuigan, Vice President & Trust Officer, Bank of America National Trust & Sav- 
ings Association, Los Angeles, Calif. 

William T. Perkerson, Vice President & Trust Officer, The First National Bank of At- 
lanta, Ga. 

Raymond H. Trott, Vice President, Rhode Island Hospital Trust Company, Providence, 
R. I. 

Relations With Life Underwriters 

Roy H. Booth, Assistant Trust Officer, The National Shawmut Bank of Boston, Mass., 
Chairman. 

C. L. LeSourd, Vice President, Seattle First National Bank, Seattle, Wash. 

C. C. Price, Trust Officer, Bankers Trust Company, New York, N. Y. 

Frank G. Sayre, Vice President, The Pennsylvania Company for Insurance on Lives and 
Granting Annuities, Philadelphia, Pa. 

James C. Shelor, Assistant Trust Officer, Trust Company of Georgia, Atlanta, Ga. 
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Taxation 

H. N. Andrews, Vice President, Old Colony Trust Company, Boston, Mass., Chairman. 

M. R. Dickey, Tax Consultant, Cleveland Trust Company, Cleveland, Ohio. 

Hugh W. Grove, Vice President & Trust Officer, First Wisconsin Trust Company, Mil- 
waukee, Wis. 

A. G. gg cael Tax Department, City Bank Farmers Trust Company, New 

ork, N. Y. 

F. P. H. Siddons, Secretary, American Security and Trust Company, Washington, D. C. 

Halcott B. Thomas, Vice President and Trust Officer, Citizens National Trust and Savings 
Bank, Los Angeles, Calif. 

Trust Education 

Gilbert T. Stephenson, Vice President, Equitable Trust Company, Wilmington, Del., 
Chairman. 

James W. Allison, Vice President & Trust Officer, First and Merchants National Bank, 
Richmond, Va. 

Frederick R. Behrends, Vice President & Trust Officer, California Trust Company, Los 
Angeles, Calif. 

W. H. A. Johnson, Chief Trust Examiner, Federal Reserve Bank of Chicago, III. 

J. H. McGee, Assistant Vice President & Trust Officer, South Carolina National Bank, 
Charleston, S. C. 

Maurice E. Reeve, Vice President & Trust Officer, City National Bank of Philadelphia, Pa. 

Henry A. Theis, Vice President, Guaranty Trust Company of New York, N. Y. 

E. I. Vaughan, Trust Officer, Bank of America National Trust & Savings Assn., Los 
Angeles, Calif. 

Trust Information 

Gwilym A. Price, Vice President & Trust Officer, Peoples-Pittsburgh Trust Company, 
Pittsburgh, Pa., Chairman. 

A. Key Foster, Assistant Trust Officer, Birmingham Trust & Savings Company, Birming- 
ham, Ala. 

J. Malcolm Johnston, Assistant Vice President, Girard Trust Company, Philadelphia, Pa. 

Edward Kronvall, President, Springfield Safe Deposit & Trust Company, Springfield, 


Mass. 


Ralph Stone, Vice Chairman of Board, Detroit Trust Company, Detroit, Mich. 


Bankers Conferences 


Two additional regional conferences, 
one in Chicago, the other at Memphis, 
are announced by the American Bankers 
Association. The Memphis meeting will 
be held at the Peabody Hotel, March 26 
and 27, and the Chicago meeting at the 
Stevens Hotel, April 2 and 3. 


Dr. E. O. Holland, president of the 
Pacific Northwest Conference on Banking, 
has announced that bankers from Washing- 
ton, Oregon, Idaho and Montana will meet 
at Washington State College on April 9-11 
for their first annual conference. 

The conference formed at the instance 
of leading bankers will be similar to other 
banking conferences held at educational 
institutions, but will in no way duplicate 
the programs of the various state associa- 
tions. Problems in banking will be studied 
at round table discussions and papers will 
be delivered by prominent bankers and 
economists. 


Financial Advertisers Conference 


The Annual Mid-Year Conference of 
officers and directors of the Financial Ad- 
vertisers Association, will be held at the 
Waldorf-Astoria Hotel, New York City, 
February 9-10. 

A meeting of the Extension Committee, 
headed by Henry C. Ochs, vice president of 
Winters National Bank and Trust Com- 
pany, Dayton, Ohio, will be held February 
8-9 to recommend activities for the Associa- 
tion. 


Record Bond Call 


Redemption of $30,000,000 convertible five 
per cent debentures of the Texas Corpora- 
tion, to take place April 1, in advance of 
maturity, marks one of the largest financial 
operations of its kind in many years. About 
thirty thousand bond numbers, drawn by 
lot, were listed in the announcement. Pay- 
ment will be made through Continental- 
Illinois National Bank & Trust Company of 
Chicago as trustee and the Chase National 
Bank of New York. 





TRUST COMPANIES 


The 
New York rust 
Company 


Member of the Federal Reserve System, the New York Clearing House Association and of the Federal Deposit Insurance Corporation 


I0O0 BROADWAY 
40th St. & Madison Ave. Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1935 


ASSETS 


Cash on Hand, and in Fed- 
eral Reserve and Other 
Banks. . <a 

Exchanges, Collections and 
Other Cash Items 

United States Government 
Securities . 

Reconstruction Finance 
Corporation Notes . 

Other Bonds and Securities 

Loans, Discounts and 
Bankers’ Acceptances 

Interest Receivable, Ac- 
counts Receivable and 
Other Assets . 

Real Estate Bonds and 
Mortgages 

Customers’ Liability "for 
Acceptances atid Letters 
of Credit. . 

Liability of Others on "Ac- 
ceptances, etc., Sold with 
Our Endorsement 

Equities in Real Estate 

Banking Premises—Equity 
and Leasehold 


$44,926,160.58 
50,398,449.18 


. 149,699,900.00 


2,500,000.00 
37,598,336.09 


- 123,043,451.31 


2,092,445.74 


LIABILITIES 
. $340,553,428.35 


Outstanding 
and Cer- 
tified 
Checks . 24,904,852.16 $365,458,280.51 

Dividend Payable sad 
2, 1936 ” : 


Agreements to Repurchase 
Securities Sold 


Accounts aaa, Other 
Liabilities : 


Deposits 


625,000.00 
4,500,995.26 


1,535,730.76 


. _2,711,084.84 


Credit 
2,545,479.42 


2,985,243.22 
Capital 


477,486.06 
697,734.86 


Surplus 


Undivided 
Profits 


$419,675,771.30 


Acceptances and Letters wel 


Acceptances, etc., Sold with 
Our Endorsement 


Reserve for Contingencies . 
. $12,500,000.00 
20,000,000.00 


1,727,328.92 


3,421,923.47 


477,486.06 
9,429,026.32 


34,227,328.92 
$419,675,771.30 


United States Government obligations and other securities carried at $25,012,173.29 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


MALCOLM P. ALDRICH 
New York 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 
MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate & Company 
WILLIAM F. CUTLER 
Vice-President 


American Brake Shoe & Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


Trustees 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMTS 
President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 





Probate Statistics From 1935 Summary of Work of 
New York Surrogate’s Courts 


Bronx County 


Probate Department 


Wills filed for probate 

Copies of foreign wills filed 

Wills admitted 

Wills contested 

Total wills rejected either before or 
after trial 

Wills received from other surrogates for 
taking testimony 

Wills sent to other surrogates for taking 
testimony 

Wills filed for safekeeping 

Letters testamentary issued 

Ancillary letters issued (testamentary). 

Letters of trusteeship issued 


Administration Department 


Petitions examined and filed 

Decrees granting letters of administra- 
tion 

Letters of administration issued (gen- 
eral) 

Letters of administration with will an- 
nexed 

Letters of administration de bonis non.. 

Temporary letters of administration.... 

Ancillary letters of administration 

Administration bonds examined and filed 

Personal sureties on administration 
bonds examined and filed 

Citations issued 


Accounting Department 


Petitions to compel accountings........ 
Decrees on accountings .............+-. 
Accounts filed 

Voluntary accounting petitions 

Orders of adoption signed and entered. 
Petitions in adoption matters 


Guardianship Department 


Petitions for letters of guardianship filed 

Guardianship decrees signed 

Letters of guardianship issued 

Guardianship bonds approved 

Decrees prepared by guardian clerk.... 

Guardians’ inventories and accounts 
filed 

Amount deposited in banks under joint 
control of the surrogates 

Total amount on deposit in banks under 
joint control of the Surrogate’s Court 
on December 31, 1935 


Record Department 


Accounting decrees recorded and com- 
pared 

Wills recorded and compared 

Exemplified and certified copies of or- 
ders, decrees, wills and all matters re- 
lating to or being part of proceedings 
in the Surrogate’s Court 


Transfer Tax Department 


Petitions for tax appraisal filed 

Orders designating tax appraiser 
Reports of tax appraiser filed 

Motions for taxation without appraisal. 


437 
479 
479 
290 
149 


642 
646 
656 

77 
625 


3,458 


$650,646.96 


$2,988,033.39 


Orders fixing tax 

Orders of exemption 

Orders of modification 

Orders of composition 

Tax appeals filed 

Quarterly reports on probate, adminis- 
tration, c. t. a., entered in docket and 
duplicate report sheets mailed to Al- 
bany. Total estates in quarterly re- 
ports 

Taxes assessed 


3,576 
$175,997.20 


Law Department 


Matters determined by the Surrogate: 
With opinions 
With memoranda 
Without opinion or memorandum... . 
Proposed legislation submitted to the 
Surrogate: 
Bills examined and memoranda for- 
warded 29 
Other bills examined 12 


Summary of Principal Business Transacted 
in All Departments 


Petitions filed 6,417 
Calendar matters 3,981 
Opinions and memoranda written by 

the Surrogate and published 1,837 
Decrees signed 4,072 
Orders signed 6,909 
Certificates issued 16,147 
Bonds approved 1,545 


Queens County 
Probate Department 


Wills filed 

Exemplified wills filed 

Exemplified wills for ancillary letters. . 
Wills admitted to probate 

Wills reprobated 

Letters testamentary issued 

Letters of trusteeship issued 
Application for letters, c. t. a 

Letters of administration c. t. a. issued 
Wills denied probate 

Surety bonds filed 


Administration Department 


Petitions filed 

Petitions and orders for compromise. . 
Personal bonds filed 

Surety bonds filed 

Letters issued 


Transfer Tax Department 


Petitions and orders for appointment 
of appraiser 
Appraisers’ reports filed 
Decrees fixing tax on appraisers’ re- 
ports 
Decrees fixing tax on motion 
Decrees of exemption on appraisers’ re- 
ports 209 
Decrees exempting estates on motion en- 
tered 
Receipts for payment of tax filed 308 
Total amount of, tax assessed $177,630.72 
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Accounting Department 


Petitions filed 592 
Accounts filed 546 
Total value of estates accounted for... $13,177,847.45 


Motions and Trials 


Motions and applications on calendar. . 
Trials without jury 
Trials with jury 


Guardianship Department 


Petitions filed for appointment of gen- 
eral guardians 

Petitions for appointment of testamen- 
tary guardians 6 

Withdrawal orders signed (joint com- 
trol) 1,424 

Withdrawal orders signed (bonded).... 465 

Total amount of withdrawals authorized. $519,921.08 

Accounts filed and examined 4,523 

Funds on deposit under joint control on 
December 31, 1934, as shown by ac- 
counts filed 

Property on deposit with clerk exclusive 
of jewelry, 1934 

Total value of estates not subject to 
joint control, 1934 

Property delivered to former 
during year 1935 

Letters of guardianship issued: 
Bonded 79 
Joint control 405 
Person 54 
Ancillary 8 
Property 4 
Testamentary 5 


Miscellaneous Proceedings 


Adoptions 145 
Proceedings to determine value of at- 

torneys’ services 4 
Proceedings for revocation of letters... 21 
Appointment of trustees 112 
Proceedings for mortgage and sale of 

real estate 13 
Corporate surety bonds filed in 1935... $3,861,005.80 
Fees received in 1935 $43,285.90 


Westchester County 


Probate and Administration Department 


Petitions for probate of wills filed 1,115 
Wills probated 1,063 
Letters testamentary issued 1,025 
Letters of administration c. t. a. issued 80 
Petitions for administration (all kinds 

filed) 669 
Letters of general administration issued 581 
Letters of administration issued to pub- 

lic administrator 52 
Letters of trusteeship issued 116 


$2,239,390.79 
$9,920.00 


$5,684,004.97 
infants 
$27,230.58 


Guardian Department 


Petitions for letters of guardianship 
filed 

Letters of guardianship issued ... 

Petitions and orders for guardian al- 
lowance 

Petitions and orders prepared by guard- 
ian department 

Annual guardians’ accounts filed 

Adoptions 


Accounting Department 


Accounting petitions filed 
Accounts checked (all kinds) 
Decrees on accounting entered 
Contested accountings 


Estate Tax Department 


Estate tax motions 752 
Estate tax petitions filed 654 
Reports of appraiser filed 628 
Tax orders entered 1,491 


Miscellaneous 


Number of new estates 
Certificates of letters issued 16,084 
Citations issued 1,423 
Wills construed 14 
Jury trials of contested wills 2 
Real estate proceedings 17 
Opinions written 152 
Fees collected $29,166.20 


2,234 


Practice of Law 
Reports of the Committee on Unau- 
thorized Practice of the Law and the co- 
operating Committee on Enforcement of 
the Texas Bar Association, presented at 
the last annual meeting, contained the 
following statements: 


“The main trouble we have had in ‘* 
Texas, under the Unauthorized Practice 
of the Law, is through banking and trust 
companies drawing wills, and acting as 
guardians and executors and so forth, 
for the purpose of getting all the money. 
They have it, anyway. The country, as 
you know, is run by the bankers, and the 
lawyers don’t have much say about it. 

“We recommend that the Unauthorized 
Practice of the Law in Texas be stopped, 
and it only can be done through the Leg- 
islature; and we recommend to you that 
the Legislature be requested to enact 
such legislation as is necessary to stop 
the Unauthorized Practice of the Law. 


“As a result of the survey made by 
each county chairman, disciplinary action 
in the form of letters or personal inter- 
views was taken in nine special instances. 
The violations reported and personally 
attended to by the various committeemen 
included drawing of legal documents and 
papers by banks, abstractors, and notaries 
public; the examination of titles by 
abstractors, and the practice of law in 
probating estates in his own court by 
one County Judge. In each instance, ex- 
cept one, when the attention of the 
parties was called to the statutes govern- 
ing the practice of law, the violators 
promptly promised to correct the defects 
and remedy the situation.” 





Trustee Operations in New Zealand 


Analysis and Comments on Report of Public Trustee 


CONNER MALOTT 
Vice-President, First-Seattle National Bank, Spokane, Wash. 


LL over the world, trust officers face 
the same problems in getting money 
to work. Down on the other side of the 
globe, E. O. Hales is public trustee for 
the government of New Zealand. He has 
an organization of over 900 in 84 offices, 
and they handle a variety of fiduciary 
accounts that total $300,000,000. His an- 
nual report at March 31, 1935, shows that 
he then had 83,740 prospective clients, 
who had deposited their wills in his 
numerous shops. The common fund is 
apparently a commonplace piece of busi- 
ness with him. He reports: 

“After a long interval during which 
no applications for loans were enter- 
tained, there has been a resumption of 
lending on mortgage of farm lands and 
city properties. In normal times most of 
the moneys held in the Common Fund are 
invested in Government securities, local 
bodies’ loans, and mortgages. During the 
past year, however, the Government 
ceased accepting moneys for investment 
in inscribed stock and debentures. Local- 
body borrowing was restricted and, al- 
though every effort was made to attract 
borrowers, the unsettled conditions and 
the fact that other investors were also 
actively seeking mortgage investments 
made it impossible to obtain a sufficient 
number of suitable securities to absorb 
all the funds available. There has, how- 
ever, been a steady flow of applications 
for loans both on rural securities and 
town properties, although few have been 
for loans of considerable amount. The 
greater number of applications have been 
for refunding. 

“As a result of the decline in prices, 
collection of interest has become some- 
what more difficult. While many sheep- 
farmers have been able to meet current 
interest in full, the cases in which any 
substantial reduction in arrears has been 
effected have been few in number. The 
Public Trustee has freely acceded to ap- 
plications by mortgagors whose mort- 


gages are on an instalment table basis 
for the suspension of one or more prin- 
cipal repayments, and such a mortgage 
is treated as being on a flat basis so long 
as the mortgagor’s financial resources do 
not permit of payment of instalments of 
principal. 

“Numerous advances were made to 
estates possessing insufficient liquid 
assets to provide for the payment of ad- 
ministration expenses, death duties, 
legacies, debts, etc., as well as the current 
living-expenses of dependents. Benefici- 
aries in estates possessing assets which, 
owing to the state of the market, it has 
not been possible or desirable to sell, but 
which show an adequate margin of secur- 
ity, have also received advances against 
their interests in such estates. Current 
advances to estates and beneficiaries at 
the 31st March, 1935, amounted to £568,- 
603.” 

Fees are based mainly on a commis- 
sion based on collection of principal and 
income and on transfers to beneficiaries. 

New business received during the year 
ended March 31, 1935, included 1,507 
executorships and trusteeships valued at 
£3,829,526. There were also 451 estates 
‘of intestates, valued at £334,819. All 
other new accounts numbered 1,022, 
valued at £2,121,538. All new accounts 
numbered 2,980, valued at £6,284,883. 

Estates and trusts were only a small 
part of the Public Trustee’s business. He 
closed the year with 21,058 accounts, 
valued at £60,706,016. This was a slight 
reduction from the level of the previous 
year. In addition to probates and ordi- 
nary trusts under wills, the office was 
responsible for estates valued at £2,551,- 
296, belonging to 2,136 persons under 
mental disability. It automatically han- 
dles estates of convicts. It supervises 
payments under the workers compensa- 
tion act. It administers various charitable 
or public trusts, one of which alone has 
disbursed £213,342 in 20 years. It does a 
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large business along the lines that Amer- 
icans would classify as agencies, or liv- 
ing trusts. It represents foreign execu- 
tors and administrators who require 
administration in New Zealand. It han- 
dles receiverships and liquidation of 
certain companies. It acts as depository 
of £1,888,075 pledged by various insur- 
ance companies in compliance with law. 
It administers the business of the Rural 
Intermediate Credit System. Investments 
made during the year totalled £1,689,427. 

Among his staff of 909 were 129 who 
were qualified for admission as barristers 
or solicitors and 131 who had passed the 
accountants’ examination. As New Zea- 
land has a population of about 1,500,000, 
with four principal cities ranging in 
population from 85,000 to 217,000, it is 
evident that the rural districts are well 
served by his 84 district offices and 
agencies. 

No operating statement is given but 
the report shows a profit of the office for 
the year in amount of £6,718 “after mak- 
ing provision for bad and doubtful 
debts.” 


1864. 


Nothing to Sell 
but Service 


The oldest trust company in Maryland 
—which has always specialized in the 
management of estates exclusively— 
renders the highest possible degree of 


service in every trust capacity. 


Sate Deposit 
an Trust Go. 


0) = 7.9 9e BB fe) 5 9 eee 


Capital $2,000,000 Surplus $4,182,157 


GEORGE C. CUTLER, President 





Trust Company Progress in Canada 


Estates under administration of the 67 
Canadian trust companies increased from 
$2,350,000,000 in 1934 to $2,470,000,000 
at the end of 1935, according to figures 
published by the Monetary Times. 

In an article in this publication, F. H. 
M. Jones, general manager of Eastern 
Trust Company, provides an interesting 
review of the development of trust service 
in New Brunswick, Newfoundland and 
Nova Scotia: 

The procession of the trust companies 
into the Maritime provinces is an interesting 
one. The Eastern Trust Company com- 
menced business in 1893 and served the dis- 
trict alone until 1905 when the Montreal 
Trust Company opened a branch at Halifax. 
A further seven years elapsed until the 
Nova Scotia Trust Company was incorpo- 
rated under the laws of the province and be- 
gan business in Halifax in the year 1912. 
The Royal Trust Company followed with a 
branch at Halifax in the year 1917 as well 
as a branch office at Saint John, New 
Brunswick. In the year 1918 the Acadia 
Trust Company was organized at Truro and 


in 1920 the Central Trust Company of 
Canada was established at Moncton, New 
Brunswick. In the same year the Canada 
Permanent Trust Company began its branch 
office at Halifax. From that time on for 
several years the number of companies re- 
mained the same but in the year 1928 two 
more were created and joined with those al- 
ready rendering service to the public. They 
were the Maritime Trust Company with 
head office at Saint John and the General 
Trust & Executor Corporation at Halifax. 
During the years The Eastern Trust Com- 
pany had established its branch offices at 
Saint John, N.B., in 1902, Montreal in 1910, 
St. John’s, Nfid. 1912, Charlottetown 1913, 
and Moncton in 1929. 


Assets under Administration 

1929 1934 

Maritime Province 

Trust Companies $53,198,000 $ 75,527,000 
Other Canadian 
Trust Companies 
—Maritime Prov- 
ince assets under 

administration 
(estimated) .... 


20,000,000 30,000,000 
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MAIN OFFICE: 
177 Montague Street 
Brooklyn, N. Y. 


NEW YORK OFFICE: 
26 Broad Street 
New York, N. Y. 


Summary of Statement 


at the Close of Business, December 31, 1935 


RESOURCES 


Cash on Hand and Due from Federal 


Reserve Bank and Other Banks $41,310,811.73 


U. S. Government Securities . 

State and Municipal Bonds 

Other Securities 

Call Loans and Bankers Accson 
Demand Loans Secured by Collateral 
Time Loans Secured by Collateral 
Bills Purchased . 

Loans on Bonds and Sesame 
Bank Buildings . 

Other Real Estate 


Customers Liability on Acmnnen . 


Other Resources 


23,950,983.89 
4,225,778.89 
12,464,858.97 
7,434,470.54 
8,173,503.09 





LIABILITIES 


Capital 

Surplus 

Undivided Profes 

Reserves . 

Deposits. . 

Dividend Parable Semuney 2 2, 1936 
Outstanding Acceptances . 


$ 97,560,407.11 
8,710,860.17 
12,093,000.41 
2,319,007.44 
6,223,186.16 
1,531,489.69 
572,364.37 
399,100.87 








$129,409,416.22 





$ 8,200,000.00 
4,000,000.00 
1,328,452.78 
1,825,832.45 
113,289,797.71 
164,000.00 
601,333.28 


$129,409,416.22 


As required by law, United States Government and State and Municipal bonds carried at $4,818,894.21 are pledged 
to secure public deposits and for other purposes. 


One of the Oldest Trust Companies in the United States 





Liability Insurance for Corporate Fiduciaries—Report of 
Insurance Committee California Bankers Association 


FTER an exhaustive study of the 

subject of adequate liability insur- 
ance for Corporate fiduciaries, the In- 
surance Committee of the California 
Bankers Association has proposed spe- 
cifications for what it believes would 
give the assured satisfactory coverage, 
with the premium assumed by the fidu- 
ciary. 

In presenting the report W. D. Lux, 
chairman of the committee and vice- 
president, Crocker First National Bank 
of San Francisco, cited the necessity of 
considering certain conditions that in- 
variably exist: 


Inadequate Existing Coverage 


In many instances trust properties will be 
found to be covered by specific liability poli- 
cies at the time the fiduciary takes control. 
* * * Tn general they fall far short of afford- 
ing proper coverage for any complicated ex- 
posure unless amended by a very comprehen- 
sive superseding endorsement. When the 
fiduciary takes control it becomes necessary 
that such specific liability policies as are 
found to be in force be endorsed immediately 
to name the bank or trust company as an as- 
sured, and the fiduciary becomes dependent 
upon these specific policies for liability pro- 
tection for the balance of the term of the 
policies with respect to the particular prop- 
erties covered thereby. 

In some instances the bank or trust com- 
pany may have a master liability policy in 
force affording broader coverage than that 
offered by specific policies, but unless the 
specific policies are cancelled, to which ob- 
jection is usually taken on account of the 
short rate penalty, the broader coverage of 
the master policy may not be fully available 
until the specific policies have expired. * * * 

Furthermore, examination of such master 
policies as have come under the observation 
of our committee, has disclosed a pronounced 
lack of uniformity in the protection afforded, 
and has shown that all of them fall short of 
the maximum protection which should be af- 
forded banks and trust companies under this 
particular type of coverage. The fact that 
insurance offices appear to have so many 
divergent ideas as to the coverage required 
has convinced our committee that the first 
step in the satisfactory disposition of the 
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matter should be in the direction of estab- 
lishing coherent and standardized specifica- 
tions of the minimum requirements to be met 
in the preparation of the necessary insurance 
contracts. 

Some trust properties will be found to be 
not covered at all by liability insurance, fre- 
quently due to some objection of the owner 
or the co-executor or co-trustee, as the case 
may be, as to payment of premium for this 
type of insurance. In other cases this objec- 
tion may appear to be substantiated by the 
fact that the revenues from the trust prop- 
erty may be insufficient to defray the cost of 
liability insurance. 

Assuming Direct Liability 


There is also an apparent lack of aware- 
ness on the part of some fiduciaries that in 
accepting trust properties without adequate 
liability insurance they are, in fact, going out 
of their way to assume the direct liability of 
the owners, the estate or trust. This practice 
means that frequently banks and trust com- 
panies are inadvertently occupying the posi- 
tion of insurance underwriters if they fail to 
arrange for transfer of these risks. 

From the standpoint of the corporate fidu- 
ciary there are various exposures to loss on 
account of liability for injuries to members 
of the public, the coverage of which is not 
contemplated by the usual public liability 
policy designed for the coverage of premises 
and elevators. * * * 

Practically all liability policies of the type 
ordinarily used to cover premises and eleva- 
tors specifically exclude all liability for in- 
juries arising out of all construction work, 
except ordinary repairs, and coverage of the 
fiduciaries’ liability with respect to this ex- 
posure is all too often entirely overlooked. 

The exposure of the corporate fiduciary 
with respect to a particular estate or trust 
during the period of time intervening be- 
tween the date upon which the bank or trust 
company’s responsibility as legal representa- 
tive commences and the date upon which it 
may have acquired complete knowledge of 
the risks involved is more or less unknown 
and intangible. This circumstance dictates 
the necessity for an exceptionally broad 
measure of automatic coverage during the 
transition period. 


Unexpected Risks 


It is obvious that the corporate fiduciary 
requires a special type of liability insurance 
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THE RECORD OF THE YEARS 


Broad experience in the probating of wills, estate manage- 
ment, and the handling of all types of fiduciary matters has 
been acquired by The Northern Trust Company in 46 years 
of service. On its record since 1889 this institution invites 


your correspondence. 


THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS, CHICAGO 
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which will cover not only the known and 
well-defined risk, but also risks which are 
either not clearly defined or which may not 
become known to the fiduciary in time to per- 
mit the placing of specific insurance. In a 
general way the desired type of coverage 
can be compared with non-ownership auto- 
mobile liability insurance, the function of 
which is to protect the assured against a 
more or less unknown exposure existing by 
reason of automobiles of others over which 
the assured may have little or no control. 
* * * 

It is, therefore, the opinion of the com- 
mittee that it is incumbent upon banks and 
trust companies to make their requirements 
fully known to insurance companies. * * * 

In undertaking this work the committee 
has been impressed by the fact that a radical 
departure should be made from the ordinary 
conception of so-called master or blanket 
policies. The protection we are seeking should 
include a satisfactory master policy for spe- 
cific risks, and, in addition, an all embracive, 
over-riding, “stop gap” coverage of the vari- 
ous intangible risks confronting the fiduci- 
ary. This latter mentioned comprehensive 
policy would operate as excess coverage over 
any specific insurance. Further, it would be- 
come primary insurance in the absence of 


* 





specific insurance, or in the event that the 
specific insurance failed to cover any loss on 
account of insufficiency of limits or deficiency 
in its terms. The assured under this compre- 
hensive coverage would be the corporate 
fiduciary only, and the premium would be 
assumed by the fiduciary. 


Text of Specifications for 
Liability Insurance 


The insurance shall be arranged under two 
policies as follows: (1) Fiduciaries’ Compre- 
hensive Liability Policy, (2) Master Liability 
Policy. 


SECTION I—Fiduciaries’ Comprehensive 
Liability Policy 


Summary 


The function of this policy will be to pro- 
vide liability insurance insuring the fiduciary 
with respect to all exposures to loss (except 
certain risks which underwriting practice re- 
quires to be covered under special types of 
policies) by reason of liability imposed upon 
the fiduciary for damages on account of bod- 
ily injuries. The coverage shall be without 
exclusions, except as to certain liability for 
injuries to employees of the fiduciary, bodily 
injuries caused by the ownership on opera- 
tion of motor vehicles and trailers, and bod- 
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ily injuries caused by aircraft or watercraft 
owned or operated by the assured. This policy 
will cover the fiduciary only and will operate 
as excess insurance over any more specific 
insurance, but in event of failure of the spe- 
cific insurance to protect the fiduciary on 
account of deficiencies in coverage or exclu- 
sions of liability, the comprehensive policy 
will operate as primary insurance in place 
of the specific insurance. Failure of specific 
insurance to protect the fiduciary on account 
of inadequate limits would be rectified by the 
accumulative effect of the higher limits of 
the comprehensive policy. 

In providing for the exclusion as to motor 
vehicles and trailers, it is contemplated that 
the fiduciary will have properly arranged 
automobile liability insurance in force under 
other policies. 

The coverage shall be arranged under a 
special typed form of contract. 


SPECIFICATIONS 


Coverage shall be afforded under a spe- 
cially prepared contract in accordance with 
the requirements indicated below. 


I. Name of Assured 

The fiduciary, individually and in its fidu- 
ciary capacity. 

II. Executive Officers 

The policy shall be extended also to cover 
the officers, directors, executives, stockhold- 
ers and managing employees of the assured 
(individually and in their official capacity) as 
additional assureds, with respect to liability 
imposed upon them on account of their acts 
in connection with their employment, but 
without prejudice to insurance afforded by 
the policy on account of claims which might 
arise by reason of injuries or death sustained 
by any officers, directors, executives, stock- 
holders and managing employees of the 
assured, as members of the public. 


III. Insuring Agreement 


The company shall insure (the named 
fiduciary) against all exposures to loss on 
account of liability of the fiduciary (individ- 
ually and in its fiduciary capacity) for dam- 
ages on account of accidental bodily injuries 
caused by or arising out of all operations and 
activities engaged in by the fiduciary in con- 
nection with an agreement, appointment or 
decree, judicial or otherwise, whereunder 
(the named fiduciary) shall serve in the 
capacity of a fiduciary, agent, or any rep- 
resentative capacity, and mortgagee or 
assignee, or otherwise. The company shall 
agree with respect to casualties covered by 
the policy: 

1. To pay all sums which the assured shall 
become liable to pay as damages (either 
direct or consequential). 

2. To investigate accidents as covered by 
the policy and to negotiate settlement of the 
claims made on account of such accidents as 
may be deemed expedient by the company, 
and to defend suits for damage, even if 
groundless, brought on account of such acci- 
dents in the name and on behalf of the 
assured, unless and until the company shall 
elect to effect settlement thereof. 

3. To pay in addition to damages: (a) all 
costs taxed against the assured in any legal 
proceeding defended by the company and in- 
terest accruing upon the judgment rendered 
in connection therewith, until sucn time 
as the company has paid, tendered or de- 
posited in court such part of such judgment 
as does not exceed the company’s liability 
thereon; (b) all premium charges on attach- 
ment or appeal bonds required in such legal 
proceedings, and (c) all expenses incurred 
for investigation, negotiation or defense. 

IV. Bodily Injuries Defined 

The term “bodily injuries” wherever used 
in the policy shall be construed to mean 
“bodily injuries and illness including death, 
resulting therefrom.” 

V. Other Insurance 
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The policy shall be excess coverage over 
and above other valid and collectible insur- 
ance covering the named fiduciary. Provision 
shall be made that in the event there are 
exclusions of liability or limitations of cover- 
age in such other liability insurance which 
shall result in denial of liability by the in- 
surer issuing such insurance or the limits of 
liability of such other insurance shall be in- 
sufficient to cover any loss sustained, the 
policy shall cover as primary insurance to 
protect the interest of the fiduciary. 


VI. Exclusions 

The policy shall exclude: (a) liability im- 
posed upon or assumed by the fiduciary under 
any Workmen’s Compensation Statute, Law 
or Plan; (b) liability for bodily injuries or 
death suffered by any employee of the 
assured if such injuries or death arise out of 
or occur in the course of employment of such 
employee; (c) bodily injuries caused by the 
ownership or operation of motor vehicles and 
trailers; (d) bodily injuries caused by air- 
craft or watercraft owned or operated by the 
assured. 


VII. Limits of Liability 
As agreed upon. 


VIII. Cooperation of Assured 


The assured shall not in any way acknowl- 
edge or admit any liability on account of any 
accident, nor incur any expense except at the 
assured’s own cost. The assured shall not 
interfere in any negotiation for settlement, 
nor in any legal proceeding, but, whenever 
requested by the company, and at the com- 
pany’s expense, the assured shall aid in 
securing information and evidence and the 
attendance of witnesses, and shall cooperate 
with the company (except in a pecuniary 
way) in all matters which the company may 
deem necessary in the defense of any suit or 
in the prosecution of any appeal. The assured 
may, however, at its own expense be repre- 
sented by counsel in any suit for damages 
covered by the policy. 


IX. Cancellation 


Provision shall be made that the policy 
may be cancelled at any time by either party 
by giving not less than thirty days’ written 
notice, and the date of cancellation shall then 
be the end of the policy period. If cancelled 
by the company, notice of cancellation, in 
writing, forwarded by registered mail to the 
assured, shall be sufficient notice and the 
check of the company, or its duly authorized 
agent, mailed or delivered to (the named 
fiduciary) as soon as the amount of un- 


earned premium which is returnable to the 
assured is ascertained by the company, shall 
be sufficient tender of any unearned premi- 
um, and the earned premium shall be adjust- 
ed pro rata. If cancelled by the assured, it 
shall be at the customary short rate and 
notice in writing forwarded by registered 
mail to the office of the countersigning agent 
of the company shall likewise be sufficient 
notice of cancellation. 


X. Subrogation 

The assured shall not be required to sub- 
rogate the company to the assured’s rights 
against any individual, person, firm, corpora- 
tion or estate for whom the assured acts in 
any fiduciary or representative capacity. 


XI. Notice to Company 
All notices of the company to the assured, 
including notices of cancellation, shall be 


mailed to or delivered to (the named fidu- 

Street, 

California. The assured shall 

give prompt written notice of any accident, 

claim or suit to the company at its 

office as soon as reasonably 

possible after knowledge of such accident, 

claim or suit,has been acquired by the In- 

surance Department (or other designated 
department or person) of the assured. 


XII. Changes 

No changes in the agreements or condi- 
tions of the policy shall be valid unless made 
by endorsement signed by the company and 
accepted in writing by the assured, nor shall 
notice to, or knowledge possessed by any 
agent or other person be held to waive, alter, 
or extend any such agreements or conditions. 
Upon the acceptance of the policy, the 
assured agrees that its terms embody all 
agreements then existing between the 
assured and the company or any of its agents 
relating to the insurance described in the 
policy. 


XIII. Insolvency of Assured 
The customary provisions to prevail. 


XIV. Assignment 
The customary provisions to prevail. 


XV. Specific Statutory Provisions 
The customary provisions to prevail. 


XVI. Policy Period 
The policy period shall begin at noon on 
day of WD... 
and shall continue unless cancelled as pro- 
vided in the policy. 
XVII. Premium Computation 
The assured will maintain a record of all 
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premises and elevators in which the assured 
has now or may hereafter acquire an interest 
as a fiduciary during the policy term, such 
record to be subject to audit by the company. 

A premium to be paid with due considera- 
tion of the properties not covered by specific 
liability insurance at rates as agreed upon as 
to following divisions of property: 

1. Premises and elevators not insured un- 
der the master liability policy discussed 
under section II of the specifications or under 
specific liability policies: 

Dwellings, including 50 acres, $.. per dwell- 
ing per annum 

Vacant lots, $.. per parcel 

Farm and ranch property, $.. per acre (from 

50 to 1000 inclusive) $.. per acre (over 

1000) 

Flats and apartment buildings, not over six 
tenants, $.. per building 
Other risks, $.. 

2. Premises and elevators insured under 
specific policies: 

An agreed percentage of the rates under 
Item 1 above. 

3. Premises and elevators insured under 
the master liability policy: 

Nominal charge to be determined after 
consideration of limits agreed to be carried 
under the master liability policy discussed 
under section II of the specifications. 


SECTION IIl—Master Liability Policy 
Summary 

This policy will cover various premises, 
elevators and business operations, owned by 
or engaged in by the fiduciary or adminis- 
tered by the fiduciary for others, as specified 
in certificates. 

The assureds named in the policy will be 
(the named fiduciary) (individually and in 
its fiduciary capacity) and/or any person, 
firm, corporation, estate, party or parties 
named in certificates forming a part of the 
policy. 


The coverage is to be afforded under a 
certificate form of policy, using a special 
typed form of contract. 

The general specifications for the respec- 
tive policies are set forth under sections I 
and II. There has been no intent to establish 
a hard and fast dictum with respect to the 
exact terminology of the policy conditions 
referred to and the specifications are to be 
considered as a guide in drafting policies 
which will conform to the requirements indi- 
cated. 


SPECIFICATIONS 


Coverage to be afforded under a certificate 
form of policy, using a special typed contract 
setting forth certain special conditions as 
indicated below: 


I. Name of Assured 

The following is proposed for use: 

“(The Insured Bank), hereinafter referred 
to as the Named Fiduciary, in its individual 
and in its fiduciary capacity. 

and/or 
any person, firm, corporation, estate, party 
or parties named in certificates forming a 
part of this policy, all being hereinafter re- 
ferred to as the assured.” 


II. Executive Officers 


The policy shall be extended also to cover 
the officers, directors, executive stockholders 
and managing employees of the assured (in- 
dividually and in their official capacity) as 
additional assureds, with respect to liability 
imposed upon them on account of their acts 
in connection with their employment, but 
without prejudice to insurance afforded by 
the policy on account of claims which might 
arise by reason of injuries or death sustained 
by any officers, directors, executives, stock- 
holders and managing employees of the 
assured, as members of the public. 


III. Certificates 
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Various estates and properties are to be 
described in individual certificates setting 
forth limits and the usual descriptive infor- 
mation. The Master Policy shall be written 
for a continuous period until cancelled. The 
policy and all certificates may be cancelled 
pro rata on any anniversary date of the 
policy. Individual certificates may be can- 
celled at the election of the named fiduciary 
specified in the policy on a pro rata basis. 


IV. Coverage 

The company shall agree: 

1. To pay all sums which the assured shall 
become liable to pay as damages (either di- 
rect or consequential) for accidental bodily 
injuries suffered or alleged to have been suf- 
fered during the policy period by any person 
not excluded in the policy caused by reason 
of the premises, elevators or operations cov- 
ered under the policy and/or certificates 
made a part thereof. 

2. To investigate accidents involving such 
injuries, to negotiate all claims made as may 
be deemed expedient by the company, and to 
defend suits for damages, even if groundless, 
brought on account of such injuries in the 
name and on behalf of the assured, unless or 
until the company shall elect to effect settle- 
ment thereof. 

3. To pay, in addition to the limits set 
forth in the policy or certificates: 

(a) all costs taxed against the assured in 
any legal proceeding defended by the com- 
pany and all interest accruing after entry of 
judgment until the company has paid, ten- 
dered or deposited in court such part of such 
judgment as does not exceed the limit of the 
company’s liability thereon; and 

(b) all premium charges on attachment or 
appeal bonds required in such legal proceed- 
ings; and 

(c) all expenses incurred by the company 
for investigation, negotiation and defense. 

4. To reimburse the assured for the ex- 
pense incurred in providing such immediate 
surgical and medical relief as is imperative 
at the time of the accident. 


V. Bodily Injuries Defined 

The term “bodily injuries” wherever used 
in the policy shall be construed to mean 
“bodily injuries and illness, including death, 
resulting therefrom.” 


VI. Exclusions—The policy shall not cover: 

(a) Liability imposed upon or assumed by 
the fiduciary under any Workmen’s Compen- 
sation statute, law or plan; 

(b) Liability for bodily injuries or death 
suffered by any employee of the assured if 


such injuries or death arise out of or occur 
during the course of employment of such em- 
ployee: 

(c) As respects any public liability ex- 
posure that is otherwise specifically insured, 
provided, however, that after the issuance of 
a certificate under the Master Policy the 
provisions of Condition XVII Concurrent In- 
surance shall apply. This exclusion, however, 
shall not operate to prejudice the insurance 
under the Master Policy as to any public lia- 
bility exposure which may also be covered 
by any supplementary comprehensive lia- 
bility policy insuring (The Named Fiduciary) 
solely as to its liability arising out of or in 
connection with or imposed upon it by reason 
of its acting in the capacity of a fiduciary, it 
being understood and agreed that the cover- 
age afforded under such supplementary com- 
prehensive liability policy shall be excess 
insurance as to any coverage afforded by the 
Master Policy. 

(d) Liability for bodily injuries caused by 
motor vehicles and trailers elsewhere than 
upon the premises owned, used or occupied 
by the assured. 

(e) Liability for bodily injuries caused by 
aircraft or watercraft owned or operated by 
the assured. 

(f) Liability for bodily injuries caused by 
the consumption or use elsewhere than upon 
the insured premises of any article or prod- 
uct manufactured, handled or distributed by 
the assured for a period of more than 90 
days from the date of the Named Fiduciary 
shall have acquired said premises or shall be 
determined to be the legal representative of 
the owner of said premises unless the assured 
shall notify the company and apply for cov- 
erage within such period of 90 days. 

(g) Liability for bodily injuries caused by 
the operation of any elevator located on 
premises owned, leased or controlled by the 
assured, acquired after the inception date of 
this policy, for a period of more than 90 days 
from the date the Named Fiduciary shall 
have acquired said premises or shall be de- 
termined to be the legal representative of the 
owner of said premises, unless the assured 
shall notify the company within such period 
of 90 days of the acquisition of such premises. 


VII. Automatic Coverage 

Automatic coverage shall be afforded with 
respect to all properties, including elevators, 
acquired after inception of the policy and 
with respect to extraordinary alterations, re- 
pairs, demolitions, etc. Automatic coverage 
shall also be provided with respect to liability 
assumed under leases and written contracts, 
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if any, in connection with premises and ele- 
vators covered by the policy. 

The following form of automatic clause is 
proposed for use: 

“The coverage provided by this policy shall 
apply for a period of 90 days from the date 
upon which (The Named Fiduciary) shall be 
determined to be the legal representative of 
any party or parties by reason of any agree- 
ment, appointment or decree judicial or 
otherwise, whereunder (The Named Fidu- 
ciary) shall serve in any fiduciary capacity 
whether as holder of title, executor, admin- 
istrator, guardian, trustee, agent, or other- 
wise and for a like period from the date (The 
Named Fiduciary) shall acquire any premises 
as owner or tenant. The issuance of a cer- 
tificate at the request of the assured during 
the ninety (90) day period shall constitute a 
continuance of the policy, but such certificate 
shall describe the premises and/or the oper- 
ations and/or the elevators located on prem- 
ises owned, leased or controlled by the 
assured, and any contractural or products’ 
liability for which coverage is desired, and 
the limits of liability. Such certificate may 
be issued for a period of one year or longer.” 


VIII. Records 


In consideration of the agreements relat- 
ing to automatic coverage the assured will 
agree to keep a record of the cost of work 
done by any contractor and the remuneration 
earned by the assured’s employees engaged 
in extraordinary alterations to any premises 
covered by the policy. 


IX. Limits of Liability 


The policy shall cover for limits as may be 
agreed upon pending the issuance of cer- 
tificates, after which the limits specified in 
the respective certificates shall apply with 
respect to risks described in such certificates. 


X. Notice to Company 


All notices of the company to the assured, 
including notices of cancellation, shall be 
mailed to or delivered to (The Named Fidu- 
ciary) 

Street, California. The 
assured shall give prompt written notice of 
any accident, claim or suit to the company 

office as soon as rea- 
sonably possible after knowledge of such 
accident, claim or suit has been acquired by 
the Insurance Department (or other desig- 
nated department or person) of the assured. 


XI. Cancellation 


The customary provisions to prevail, sub- 
ject, however, to the following amendments: 
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(a) Cancellation of the policy and cer- 
tificates by the assured can only be effected 
by the Named Fiduciary specified in the 
policy; 

(b) Individual certificates of the policy 
may be cancelled by the Named Fiduciary 
specified in the policy on a pro rata basis; 

(c) Cancellation of the entire policy (in- 
cluding all outstanding certificates) by either 
the company or the assured shall not be- 
come effective until at least 30 days after 
written notice shall have been given; if such 
cancellation is effected by the company, the 
earned premium will be adjusted on a pro 
rata basis and if cancelled by the assured, 
the adjustment of earned premium shall be 
on the customary short rate basis, except 
that the Named Fiduciary shall be permitted 
to cancel the entire policy on a pro rata basis 
on any anniversary date of the policy. 


XII. Cooperation of Assured 


The assured shall not acknowledge or ad- 
mit liability on account of any accident 
covered by the policy, nor incur any expense 
except at the assured’s own cost. The assured 
shall not interfere in any negotiation for 
settlement, nor in any legal proceeding, but 
whenever requested by the company, and 
at the company’s expense, the assured shall 
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aid in securing information and evidence and 
the attendance of witnesses, and shall co- 
operate with the company (except in a pecun- 
iary way) in all matters which the company 
may deem necessary in the defense of any 
suit or in the prosecution of any appeal. The 
assured may, however, at its own expense be 
represented by counsel in any suit covered 
by this policy. 

XIII. Subrogation 

The assured shall not be required to sub- 
rogate the company to the assured’s rights 
against any individual, person, firm, corpora- 
tion or estate for whom the assured acts in 
any fiduciary or representative capacity. 


XIV. Insolvency of Assured 
The customary provisions to prevail. 


XV. Inspection 
The customary provisions to prevail. 


XVI. Specific Statutory Provisions 


The customary provisions to prevail. 


XVII. Concurrent Insurance 

If the assured has concurrent insurance 
covering a loss also covered under the Master 
Policy, the company shall be liable only for 
the proportion of such loss which the sum 
insured under the Master Policy bears to the 
whole amount of valid and collectible con- 
current insurance. 


XVIII. Assignment 

The following clause should be used: 

“The interest under this policy of any 
party or parties covered under this policy 
shall not be assigned to any party or parties 
not covered under this policy unless such 
assignment shall be consented to by endorse- 
ment hereto and no change in interest of or 
between assureds covered hereunder shall 
prejudice this insurance nor invalidate any 
claim hereunder. In event of the insolvency 
or bankruptcy of the assured, if a corpora- 
tion, or the insolvency, bankruptcy or death 
of the assured if an individual, within the 
policy period, the insurance granted by this 
policy as respects accidents occuring prior to 
such insolvency, bankruptcy or death, shall 
inure to the benefit of the estate and legal 
representative of the assured, and thereafter 
the legal representative of the assured, and 
in the case of the death of said assured, the 
surviving spouse and/or the next of kin of 
said assured and/or the legal representative 
of the estate, shall be covered by this policy 
as named assureds. 


XIX. Changes 

No changes in the agreements or condi- 
tions of the policy shall be valid unless made 
by endorsement signed by the company and 
accepted in writing by the assured, nor shall 
notice to, or knowledge possessed by any 
agent or other person be held to waive, alter, 
or extend any such agreements or conditions. 
Upon the acceptance of the policy, the 
assured agrees that its terms embody all 
agreements then existing between the 
assured and the company or any of its agents 
relating to the insurance described in the 
policy. 

XX. Computation of Premium 

Premium is to be charged specifically for 
all premises, elevators and operations de- 
clared under certificates of the policy with 
due consideration of equity rates. 


XXI. Policy Period 


The policy period shall begin at noon on 
day of »19.., 
and shall continue until cancelled as provided 


in the policy. 
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Trust institutions and trust men should 
not have trade secrets. The trust business 
is founded upon the time-honored principle, 
and exists for the exalted purpose, of 
rendering good service to others, and we, 
like the great physicians and scientists who 
would serve humanity best, are obligated, 
in my opinion, to make our processes known 
to our contemporaries and to all persons 
who would use our services. * * * 

Bankers, generally, and trust men, par- 
ticularly, must make the best of every per- 
sonal contact, including the contacts made 
outside of our place of business. It is 
through our personal contact with the indi- 
vidual that our most effective work in im- 
proving our public relations can be done. 
Personal contacts are a very vital factor 
in our business, and it behooves every trust 
officer to carefully weigh his every word 
and deed, both public and private, for the 
reason that our institutions and the service 
we render will be largely judged by what 
we, as trust officers, say and do. 

Because of the many economic changes 
that are taking place before our very eyes, 
and the attitude of the government being 
to “make little ones out of big ones,” and 
with economic forces working together to 
reduce the size of the large estates and 
effect a redistribution of wealth, it is more 
necessary than ever to place our service at 
the disposal of men of average and small 
means. * * * 

If we are to improve our service and 
create that good will so vitally necessary to 
the furtherance of our purposes, the officers 
and personnel of our trust institutions must 
allow the service motive to take precedence 
over the profit motive. The service motive 
should be the impelling force behind our 
trust departments, and our trust officers 
and trust department personnel will neces- 
sarily have to be of the highest type in 
character, as well as in training. I firmly 


believe if we put service first in all our 
dealings with our customers, we will stead- 
ily gain in public approval and esteem, and 
our profits will largely take care of them- 
selves. * * * 

The furnishing of understandable and 
accurate information to our customers will 
go far in creating favorable impressions 
for the trust business. * * * 

The public should be properly advised of 
the safeguards that have been established 
by state, as well as Federal, statutes, for 
the protection of trust funds—estates of all 
descriptions—placed in care of corporate 
fiduciaries. I think it would be a step in the. 
right direction if we made known to the 
public the character of investments that 
are permitted by law to be made with trust 
funds, pointing out, however, that in some 
types of estates, particularly voluntary, 
testamentary, and life insurance trusts, the 
investment powers granted the fiduciary 
may be as broad as the testator or grantor 
desires. 

Much time should be devoted, I think, to 
establishing and maintaining friendly rela- 
tions with the life underwriters and mem- 
bers of the bar. We cannot expect these 
groups to cease their professional pursuits 
and become representatives of and solicitors 
for our trust departments, but they can be 
developed into sources of much profitable 
business for us. We should take the neces- 
sary action to convince these groups that we 
are not their competitors, but are in a posi- 
tion to be very helpful to them. 


SAM W. FULTON 
Mercantile National Bank of Dallas, Tex. 


Always seeking perfection in trust man- 
agement, we may have developed an inferi- 
ority complex about a service that was 
relatively good. The president and trust 
committee too often ran for the cyclone 
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cellar when a well-considered mortgage in- 
vestment was a few weeks in default in 
interest—or principal, for that matter— 
instead of comparing it with Big Steel of 
1929 and 1935. * * * 

We have been living out of the inven- 
tory of executor appointments made up to 
the time we discontinued advertising and 
selling our services. The probate records 
show that two-thirds of probated wills have 
been made within five years of death. * * * 

All of the property values that were ever 
in your community are in the hands of 
living people. Our advertising job is to 
locate those people and sell them our serv- 
ice. Probate court records show that the 
inventories of estates run less than 10% 
in cash. We might figure that a majority 
of the people with $5,000 deposit balances 
would have estates of $50,000 or more. Real 
estate amounts to 25% of the average 
estate. Can we think that every one in a 
$10,000 home has at least a $40,000 estate? 
Stocks and bonds represent two-thirds of 
most estates. * * * 

A bank increased its trust assets from 
$18,000,000 to $139,000,000 in eleven years. 
I was impressed with the fact that per- 
sonal solicitation had little to do with that 
accomplishment. * * * 

In the institution with this notable rec- 
ord practically all of its advertising for the 
past ten years has carried the facsimile 
signature of its president on its trust 
mailing pieces. The trust department is no 
orphan child in that bank. It demonstrates 
what can be done when unlimited support 
comes from the top. * * * 

If we trust men could be permitted to 
hang ourselves or get somewhere on our 
own responsibility for the expenditure of 
part of our profits for promotion, instead 
of being restricted by business conditions 
and budgets and allotments, I honestly be- 
lieve the stockholders would approve of our 
efforts. * * * 

A man tries to tell his doctor where the 
pain is; he tells his lawyer his complaint 
or defense at law; but too often he leaves 
the trust officer trying to suggest an estate 
plan without knowing the facts. Assuming 
we deserve complete professional confidence, 
strong advertising along this line would 
speed selling. * * * 

We must accept all the responsibility— 
which should bring on a good argument any 
time between the advertising and sales de- 
partments, trying to sell that responsibility, 
and the legal department trying to write it 
out of every trust instrument. * * * 

Let us tell what a trust company is; 


what it does; how it does it; its powers 
and its limitations. What we all do day-by- 
day is interesting news that people will 
read, and they will eventually realize that 
a corporate trust service is not only a per- 
sonal protection, but a community interest. 


IRWIN M. HERZ 
City National Bank, Galveston, Tex. 


Before trust companies accept irrevo- 
cable trusts, they should be sure that the 
trust instruments are so constructed that 
they legitimately avoid excessive taxation 
and accomplish the intended benefits now 
and in years to come. 

In this connection the essentials neces- 
sary to avoid excessive and unsuspected 
taxation are: 


(1) If the property in trust is given out- 
right and not in contemplation of 
death, a complete avoidance of income 
and estate taxes is accomplished and 
only the liability for gift taxes is 
asserted. 


(2) If the property is to be preserved in 
so-called Family Trusts, it is necessary, 
in order to make Income Tax avoid- 
ance legitimate, that the power of rev- 
ocation be with the consent of real 
beneficiaries. The power of consent in 
the trustee will not suffice, and will 
cause unnecessary litigation. 


However, a different situation arises with 
respect to estate and gift taxes. There is 
conflicting distinction between the income 
tax section and the estate tax section. 
Therefore, in order to derive full benefits 
from legitimate tax avoidance, protect the 
welfare of beneficiaries, and avoid any pos- 
sible litigation, present or future, trusts 
should be accepted only where there is no 
reservation of power to alter, amend or 
revoke, and all incidents of ownership have 
been forfeited by the donor, even though 
dependent upon the consent of real bene- 
ficiaries. 

People are and will be still more “Tax 
Conscious” from now on. Trust men should 
keep them in that frame of mind until 
their estates are fully and legitimately pro- 
tected. 


The Forgotten Legatee 


George F. Baker was one of the greatest 
financiers of yesterday’s generation. His 
success with investments was little short of 
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phenomenal. He knew far better than most 
of us the true values of different securities. 
No man could be expected to leave his 
estate in a more liquid condition or holding 
any more desirable assets. His portfolio of 
stocks had a value of $200,000,000 in 1929. 
Those stocks were valued at barely $73,- 
000,000 on his death in 1932 and only 
$43,000,000 in 1934. 

The inheritance and estate taxes on the 
Baker estate have been placed at $13,728,- 
583. To raise that amount of money will 
require the sale of all the bonds and two- 
thirds of the stock-holdings of the estate 
other than those in Mr. Baker’s bank. 

No words, no hypothetical illustration, 
can convey quite so vividly the dramatic 
story told by this typical and actual ex- 
ample of what can happen to any estate 
when it becomes necessary to pay the cash 
inheritance which you leave to the federal 
(and state) governments. 

The story of the Baker estate is a true 
story of how the death charges consume 
not the fringe of second-class assets, but 
instead destroys the castle of safe and 
secure holdings which were intended as a 
bulwark of protection for the family. The 
story of the Baker estate is, in effect, the 
story of the death tax in action. * * * 

The following suggestions from Babson’s 
Reports may be helpful to your customer, 
and should be presented for his guidance: 


The percentage you give away now 
should be inversely proportionate to your 
probable additional years. 

Select securities which are now sell- 
ing abnormally low and which you be- 
lieve will surely sell much higher at the 
time of your death. 

Select taxable interest or dividend pay- 
ing securities so your family will save 
on income taxes as well as on estate and 
inheritance taxes. Hold your tax exempts. 

Do not give away anything which you 
think will be selling for less when you 
die. To pay gift taxes now on “dead 
horses” is the height of foolishness. 

If you hold certain stock or real estate 
which you want your heirs to have and 
keep, this should be given to them now, 
as otherwise your executors may have to 
sell it. 

Diversify your gifts. Include some 
stocks, some bonds and some real estate. 
Likewise diversify as to rails, industrials 
and utilities. 

Look over your holdings and see what 
you have which would be greatly in- 
flated by an era of inflation and give 
these away now. 


Weigh what you will save in surtaxes 
on profits compared with the interest you 
will lose on money now paid the Govern- 
ment as gift taxes. 


Trust Investment Problems 


It is, of course, utterly impossible for 
any small trust department to follow 
currently all of the statistical data which 
is available on the hundreds or possibly 
thousands of securities which it builds 
up over a period of years, and yet be- 
cause of our inability to follow these se- 
curities, our greatest losses have been 
sustained, stated C. Kenneth Fuller, trust 
officer, Agricultural National Bank of 
Pittsfield, Mass., before the recent New 
England Trust Conference at Boston. 
Further excerpts from Mr. Fuller’s ad- 
dress follow: 

Our problem is, therefore, twofold: 
first, to eliminate all the holdings possi- * 
ble in order to reduce the number of 
items to be followed; second, to provide a 
current check on the holdings with a 
minimum of expense and time. 

In attempting to achieve this latter 
objective, we have gone on the assump- 
tion that the market is a true guide to 
investment quality, some 80 to 90 per 
cent of the time. If we can, therefore, 
check our holdings against the market, 
we provide ourselves with a very simple 
and inexpensive routine procedure. Up 
to the present time, we have limited our- 
selves to using this method for follow- 
ing our bonds only, since it requires a 
much more elaborate system to provide a 
similar amount of information on stocks. 
There are a great many different sys- 
tems now on the market developed by 
stock market technicians which theoreti- 
cally enable an individual or an institu- 
tion to follow stocks by their relation to 
market prices and movements, rather 
than in relation to earnings and indus- 
trial statistics, but for the moment, we 
are not making any use of these serv- 
ices. 

If we are correct in our main thesis 
that the market is a true guide to invest- 
ment quality, it is reasonable to assume 
that if an individual bond suddenly sells 
out of line with bonds of its own class, 
or varies from its normal divergence, 
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there is some special factor or factors 
affecting this particular issue. 

In order to provide ourselves with 
some basis or comparison, we plot the 
market price of our individual issues 
over the respective yield curves of bonds 
of the same group and quality. 

We have used gradations which ap- 
proximately correspond with a 16 year 4 
per cent bond, namely a price of 100 is 
equivalent to a 4 per cent yield, a price 
of 95 is equivalent to a 4% per cent 
yield, and so on up and down the scale. 
This means that other maturities and 
different coupon rates may cause varia- 
tions from the scale, since no single cor- 
related scale can be fully adequate for 
all bonds. If the coupon rate is higher 
or lower, the price curve is proportion- 
ately above or below the yield line, but 
this difference is of no importance in the 
use of the chart, since the relative differ- 
ence in the movement of the curves is 
still readily observable. 

The question of the maturity of the 
bond is somewhat more of a problem, 
however, since the price curve will show 
variations from the yield curve without 
any significant meaning. In the case of 
very short bonds, for instance, we get 
movements which have no relation to the 
yield curve, but in these cases changes 
in price give us all the signal we need 
without relation to the yield curve. In 
the case of extremely long bonds, we 
do have to make allowances because the 
price line declines much more rapidly 
than the yield line on this particular 
scale. Even this has not proved to be of 
any serious importance, because the rela- 
tive difference between the two curves 
is exaggerated rather than minimized, 
and therefore we still are put on notice. 

In addition to plotting the curves, we 
use a card for accumulating various 
other statistical data on the respective 
‘issues. 

According to strict statistical theory, 
we should plot yield on the individual 
bond against the average yield of the 
class of bonds under consideration or 
merely plot a single line representing the 
difference between the two, but since we 
always like to see the actual price shown, 
as well as the yield, and because of our 


desire to reduce the amount of work, 
we have limited ourselves to the use of 
the two curves mentioned, and have 
found that it works with sufficient ac- 
curacy. 

In its original application, all we 
asked of the system was that it put us 
on notice that something was happening 
to a certain bond. We could then make 
our special survey, and reach a decision 
as to the desirability of sale or reten- 
tion. As time goes on it may provide us 
with something a great deal more useful 
than a mere warning, but at the moment 
I hold no great assurance for such an 
outcome. 

In the practical use of the charts there 
are a great many factors which have to 
be taken into consideration, and our use 
of them during the past year and a half 
has given us a record of experience which 
has helped materially in interpreting dif- 
ferent types of movements. 

Among the characteristic movements 
observed may be mentioned the action of 
the utility holding company bonds in 
March of this year. They reacted much 
more sharply than the average, and one 
could almost tell the degree of pyramid- 
ing in the various structures merely by 
observing the action of the price curve. 
The Canadian election this fall was ob- 
viously an unsettling factor in Canadian 
securities, and as such was sharply re- 
flected on the cards. 

Progress or lack of progress in re- 
financing; drought conditions in various 
territories; industrial disturbances; 
strikes, etc., all show up with consider- 
able promptness and accuracy. Most of 
these factors receive sufficient publicity 
so that their importance would not be 
missed anyway, but we mention them 
merely as a check against similar move- 
ments which may have been caused by 
much less obvious factors, such as slow 
changes in earning trends, changes in 
cost of production or of raw materials, 
political and tariff uncertainly, new types 
of competition, and various other condi- 
tions which we could hardly be expected 
to have followed adequately for all of the 
holdings. 

One other factor is always a potential 
source of danger in interpreting the 
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charts, and that is the possibility that 
the price of the bond may react merely 
because of a technical market condition, 
just as different Governments of com- 
parable maturities will fluctuate quite 
widely. Such reactions may be ignored 
if we can assure ourselves that this is 
the full story, but we should not be too 
easily assured on this point since the 
movement may have been due to some 
large holder selling the bonds because of 
inside information, or because a more 
careful study has revealed a new weak- 
ness in the bond. 

The cards should never be used as 
definite indication that a security be sold 
but rather as a more or less automatic 
tickler to call to our attention possible 
points of weakness. 

The system is still very definitely in 
the experimental stage, but I am con- 
vinced that we are obtaining a maximum 
amount of valuable investment super- 
vision at a minimum of effort and are 
limiting ourselves (with the exception 
of the general periodic reviews) to spe- 
cial studies of only those items which 
happen to require immediate attention. 

But no system can ever be a substitute 
for the two fundamental requirements 
of good investment management, viz: 
“Eternal Vigilance” and “Sound Invest- 
ment Judgment.” 


Directory of Trust Institutions 

According to the new Directory of 
Trust Institutions, Trust Men and Trust 
Associations, published by the Trust Di- 
vision, A. B. A., there are 2,853 trust 
institutions in the United States and 


possessions, composed of 1,356 state 
chartered trust companies and banks and 
1,497 national bank trust departments. 
In addition, 192 branch trust offices are 
listed, and altogether 1,684 cities and 
towns are represented. The Directory 
lists 6,949 trust officials. 

Total resources of $17,334,170,076 are 
shown for state-chartered trust institu- 
tions and $18,109,068,485 for national 
banks with trust departments, while cap- 
ital funds of the state chartered aggre- 
gate more than for the national banks. 
This difference arises in part from the 


fact that forty-four state-chartered com- 
panies doing trust business exclusively 
are listed, representing twenty-three 
states. 

Sixty-three state or sectional trust 
associations are listed, with officers. 
Three new trust organizations formed 
in 1935 are shown: the Trust Functions 
Committee of Illinois Bankers Associa- 
tion. and the Trust Divisions of New 
Mexico and North Dakota Bankers As- 
sociations. 


Pennsylvania Statisticians to Re- 
port Bonds for Legal List 


A sub-committee of statisticians has 
been appointed by the committee of the 
Pennsylvania Bankers Association on 
Legal Investments for Trust Funds, for 
the purpose of examining new issues and 
reporting what additional bonds might . 
become available for the legal list and 
also what bonds might become non-avail- 
able that are already on the list by reason 
of subsequent developments. 

This committee will meet periodically 
and make reports to the banks through- 
out the state through the Pennsylvania 
Bankers Bulletin. The committee is head- 
ed by Albert W. Whittlesey, of the Penn- 
sylvania Company, and the following 
other statisticians: 

Willard L. Case, Jr., The Pennsylvania 
Company. 

S. Francis Nicholson, Provident Trust 
Company. 

Henry L. Umbarger, Provident Trust 
Company. 

S. Powel Griffitts, Girard Trust Com- 
pany. 

Fred H. Belfield, Fidelity-Philadelphia 
Trust Company. 

J. Wayne Wilson, 
phia Trust Company. 

David 8. Cooper, Commonwealth Trust, 
Pittsburgh. 

Malcolm E. Lambing, Peoples-Pitts- 
burgh Trust Co., Pittsburgh. 


Fidelity-Philadel- 


Benjamin Franklin wrote: “Only two 
things in this life are certain—death and 
taxes.” What the taxpayer resents is that 
they don’t come in that order, or in that 
frequency.—Judge. 





Wills Recently Probated 


William D. Guthrie 
Internationally Known Lawyer and Writer 


The will of William Dameron Guthrie, filed 
for probate in the Surrogate’s office, Mineola, 
New York, appointed the Guaranty Trust 
Company of New York City as co-executor 
and co-trustee of his estate. 


Mr. Guthrie gained international renown 
as a lawyer due to the many cases of great 
importance which he argued before the 
United States Supreme Court, involving con- 
stitutional and public law, Federal income 
tax law, inheritance law and criminal law. 
He acted as counsel for the Catholic Church 
before the New York Constitutional Conven- 
tion in 1915, and his knowledge of canonical 
law was responsible for his being engaged in 
the Oregon school law case before the Su- 
preme Court. In 1926 he prepared a volumi- 
nous opinion for Cardinal Hayes regarding 
the Catholic Church and the Mexican Gov- 
ernment. Among his clients were several 
large railroad companies. 


Mr. Guthrie was the founder of the 
American Society of the French Legion of 
Honor, president of the France American 
Society, a grand officer of the Legion of 
Honor of France. He was also president of 
the Association of the Bar of the City of 
New York from 1921 to 1923, and a past 
president of the New York County Lawyers 
Association. 


He wrote extensively on legal and political 
topics, among his works being “Lectures on 
the Fourteenth Amendment of the Consti- 
tution,” “Magna Carta and Other Essays,” 
“League of Nations and Miscellaneous Ad- 
dresses.” 


William H. Sargeant 


Life Insurance Company President 


William H. Sargeant, president of the 
Massachusetts Mutual Life Insurance Com- 
pany, named the Springfield Safe Deposit 
and Trust Company of Springfield, Mass., 
as sole executor and trustee under his will. 


Mr. Sargeant had been connected with the 
insurance company of which he was the 
head, for fifty-one years. Entering its em- 
ploy as office boy, he won promotions rap- 
idly and was elected president in 1929, after 
William H. McClench resigned to become 
chairman of the board of directors. He was 


also chairman of the board of the Morris 
Plan Company of Springfield. - 

Mrs. Sargeant having predeceased him, 
he left the residue of his estate in trust for 
the benefit of his sister, with her son as 
remainderman. 


George Purcell Costigan, Jr. 
Leading Authority on Fiduciary Law 


The November issue of the California Law 
Review was dedicated to the memory of 
George Purcell Costigan, Jr., who for thirty- 
four years was a teacher in American law 
schools. The California Law Review says: 


“What he taught and thought and wrote 
about in the fields of contracts, trusts, equity, 
quasi-contracts, wills, mining law, legal 
ethics, has influenced the thinking of law- 
yers and judges, who gained their first 
knowledge on these subjects from Costigan’s 
lips or from his pen.” 

-In view of his extensive knowledge of 
trusts and estates, it is particularly signifi- 
cant to note that Mr. Costigan, in his will, 
appointed the International Trust Company 
of Denver, Colo., as co-trustee of all Colo- 
rado property, and the American Trust 
Company of San Francisco as co-trustee for 
his property in California. 


Sidney S. Cohen 
Film Leader 


Sidney S. Cohen, former president of the 
Motion Picture Theatre Owners Corporation 
of America, named the Irving Trust Com- 
pany, New York City, as co-executor of his 
will. 

Mr. Cohen was rated at one time as one 
of the largest independent motion picture 
theatre owners in the City of New York. He 
had an active interest in theatre properties 
in the western part of New York State and 
his influence became nation-wide through 
the Motion Picture Owners Corporation. He 
was instrumental in winning the fight to 
show movies on Sunday in the State of New 
York and later as president and chairman 
of the board of The Motion Picture Owners 
Corporation, he carried this fight into many 
other states. 

Mr. Cohen’s will was a brief one page ar- 
ticle. 
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Moses Hampton Todd 
Former Attorney General of Pennsylvania 


Moses Hampton Todd, former Attorney 
General of the State of Pennsylvania and 
dominant figure in the prosecution of the 
notorious $5,000,000 Capital graft case in 
1907, named the Real Estate Land Title and 
Trust Company in his will as trustee of his 
estate. 

Mr. Todd became known as the “Law- 
yer’s Lawyer” as he was an outstanding au- 
thority on equity law and many members of 
the legal profession sought his opinions. 

He was a member of the Cabinet of for- 
mer Governor Edwin S. Stuart, and is a 
past president of the Pennsylvania Bar As- 
sociation. 


Emil Lederer 
Shipping Authority 


Emil Lederer appointed by his will the 
Chemical Bank and Trust Company as co- 
trustee and co-executor of his estate. 

Mr. Lederer was appointed in the spring 
of 1932 as sole arbiter on questions of rates 
and conduct in passenger matters arising 
among the big shipping companies operat- 
ing in the North Atlantic. This position was 
virtually a dictatorship. 

He was associated with shipping compa- 
nies practically all of his life, having held 
numerous positions in several companies. 
With the Hamburg-American Lines he was 
passenger traffic manager and vice director 
and later when the Harriman shipping in- 
terest arranged a joint service with the 
Hamburg-American Line, Mr. Lederer be- 
came vice president in charge of the pas- 
senger service for the United American 
Lines, Inc., which acted as general agents 
for the Hamburg-American Line in this 
country and Canada. 


Louis Eckstein 
Publisher, Merchant and Opera Patron 


The Continental Illinois National Bank 
and Trust Company of Chicago was ap- 
pointed co-executor under the will of Louis 
Eckstein. 

A director of the Metropolitan Opera As- 
sociation of New York and sponsor of the 
Ravinia (Illinois) Opera for more than 
twenty years, Mr. Eckstein was a most en- 
thusiastic patron of this art and is reputed 
to have lost more than a million dollars of 
his personal fortune in sponsoring the 
Ravinia. 

He started his career with the Wisconsin 
Central Railroad, resigning to enter the 


millinery business. In 1904 Mr. Eckstein 
entered the publishing business and intro- 
duced The Red Book, Blue Book, and Green 
Book. He is credited with giving some of 
our outstanding modern fiction writers their 
first chance. Publication of the Green Book 
was discontinued and he sold the Red Book 
and The Blue Book in 1925. 

Mr. Eckstein was president of the Buck 
& Rayner, operators of chain drug stores 
which subsequently confined activities to an 
extensive real estate business. 


Father Time—Beneficiary 


An old gold watch, cherished possession 
of the late Worth L. Churchill, of Bay City, 
Mich., is beneficiary of a trust fund of 
$500.00 created for it’s good care and up- 
keep by the late owner. The will was filed 
in Mitchell, S. D. Legal talent may be re- 
quired to determine whether the rule 
against perpetuities will be effective against 
His Majesty Father Time, or whether 
Father Time will be effective against per- 
petuity. 


The relatives of an aged spinster suc- 
ceeded in breaking her will recently. The 
lady, a resident of Rome, Italy, left her for- 
tune of 300,000 lire ($24,300) to her thir- 
teen cats “which kept me pleasant company 
during my life.” The will included remarks 
about her relatives, such as “Not a single 
cent to my sister-in-law, who is a viper.” 

The relatives contested the will on the 
grounds that the spinster was insane when 
she wrote it. 


The Way of a Will 


Edgar F. Price, former vice president of 
the Union Carbide and Carbon Corpora- 
tion, who died last April, left an estate 
valued in the transfer tax appraisal at 
$3,394,857 gross and $2,975,136 net. Among 
the liquid assets of the estate were nine 
quarts of 1848 brandy valued at $135. The 
schedule indicates that Mr. Price set up 
trust funds of $1,564,350 between the years 
of 1920 to 1924. 


The late Madison K. Finley, retired man- 
ager of the New York Bible Society, re- 
quested that his heirs be good. His will re- 
cently filed in Queens County, N. Y., con- 
tained the following paragraph: “Before 
closing I desire that all persons mentioned 
herein will strive so to live that they will 
meet me in heaven.” 





Developing Trust New Business 


Duties of Executor Discussed in Series of Advertisements 


The Fidelity Union Trust Company, New- 
ark, New Jersey, is running a series of 
newspaper advertisements discussing the 
duties of an executor, whether or not a trus- 
tee is appointed. ‘The text of four of these 
copyrighted advertisements, which have ap- 
peared in 8 in. x 14. in. space, follows: 


The Man Who Had Disappeared 


An executor has many difficult duties. One 
of these, as an instance, is to locate all 
“parties at interest” in the will. Sometimes 
people who have disappeared for years must 
be found. Important issues may depend on 
the faithfulness with which wishes of the 
decedent are carried out. 

Even before the will is probated the execu- 
tor’s duties begin: 


The will must be opened and copies made. If there 
are funeral directions these must be followed. It 
may be necessary to meet with members of the 
family. 

The executor will obtain the necessary information 
to proceed in the collection of life insurance 
monies. He will endeavor to get all available in- 
formation concerning the nature of the deceased’s 
assets and liabilities. 

From the family and friends the executor will get 
the addresses and ages of those persons named in 
the will. He will immediately set out to locate 
“parties at interest.” 

Valuables kept at the house or office must be 
guarded against loss. He will notify the Post Office 
to readdress all mail to the office of the executor. 
The comfort of the family, particularly infant chil- 
dren and aged dependents, is given immediate 
attention. 

This is only one phase of the work of the 
executor. Write us for a list of the steps cov- 
ered in administering an estate. 

At the time your will becomes operative 
your estate may consist of a variety of as- 
sets. A proper settlement requires facilities 
for handling every matter with judgment, 
experience and tact. These will be supplied 


if you appoint this Company your executor. 


“What Is This Stock Worth?” 


Where the decedent was the principal own- 
er of a “close” corporation, the executor is 
confronted with an involved and technical 
job. The stock has no list price; the executor 
must determine its book value and, in addi- 
tion, its intrinsic worth. The question must 
be faced, “What is this stock worth?” 


An executor must appraise the assets of 
the estate: 


In the case of closely held shares of stock it is 
not sufficient for the executor to accept the book 
value. He will have to take the company’s financial 
statements and pick them apart. Each item must 
be scrutinized not only for tax, but also for sale 
purposes. Assets may have to be reappraised to 
arrive at an equitable value of the corporation. 
Liabilities must be analyzed to see that proper re- 
serves for bad debts, accrued taxes, depreciation 
and contingencies have been set up. 

The executor must dig into the company’s profit 
and loss statements for a period of years to figure 
“good will.”” This is an intangible but very real 
asset and should be included in the value of the 
stock. 

Jewelry, valuable paintings, silverware and other 
chattels must also be inventoried and individually 
appraised. 

Stocks and bonds, when listed, will be appraised at 
prices as of the time of death. Mortgage invest- 
ments, notes and other accounts, if collectible, may 
be entered at face value. If doubtful, each item 
will be considered separately. 

Real estate is appraised for the purpose of mak- 
ing estate and inheritance tax returns; also for 
the executor’s use in determining sale price, rental 
value, protection by insurance and amount of local 
assessment. 


This is only one phase of the work of an 
executor. Write us for a list of the steps cov- 
ered in administering an estate. 

No matter how simple or complicated your 
affairs, this Company is fully equipped to 
protect the interests of your family as execu- 
tor of your will. It is a permanent institution 
with training and experience in every aspect 
of estate management. 


Lost Bonds! 


Experience and integrity are the greatest 
qualifications an executor can have. 

An executor must locate and collect to- 
gether all of the assets of an estate. This is 
often difficult. Sometimes valuable securities 
must be searched out. Papers may have been 
overlooked or tucked away in obscure places, 
lost. 

After the will is probated an executor 
must collect the assets: 


The contents of the safe deposit box will be exam- 
ined in the presence of a representative of the 
Inheritance Tax Bureau and, if possible, a member 
of the family. The executor will use a list of the 
contents to set up proper records for tax returns 
and other uses. 

The executor will notify banks, brokers and other 
business houses of his appointment. The statements 
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furnished by these agencies will be reconciled with 
the decedent’s records. 

If the decedent’s records show securities which 
cannot be located, a detailed search must be made 
and measures to recover taken. 

Stocks and bonds will be checked for callable fea- 
tures, conversion privileges and maturities. Surro- 
gate’s certificates will be sent to all companies in 
which the testator owned registered investments, 
with the request that all future payments and 
notices be sent to the executor. 

If the estate owns real property it should be in- 
spected and checked as to payment of rents, taxes, 
assessments and protection by insurance. 
Mortgagors will be notified to make payments to 
the executor, and to submit receipts and tax bills 
for examination. 


This is only one of the many phases of the 
work of an executor. Write us for a list of 
the steps covered in administering an estate. 

The administration of nearly every estate 
develops unforeseen problems which only a 
trained and responsible executor can solve to 
the advantage of the estate. Over 45 years’ 
experience in administering estates of prac- 
tically every character is a strong reason for 
the appointment of this Company as your 
executor. 


Newart Evenmg New 


$2,600,000,000 
in one year... 


A stupendous sum, of course, but that 
1s what the life insurance companies 
of America paid to policyholders and 
beneficiaries in one year. It meant the 
difference between privation and com- 
fort for millions of American homes. 
This national institution of life insur- 
ance, so intimately connected with 
Newark, is one of the most stable and 


From newspaper advertisement of the 
Union Trust Co., Newark, N. J. 


beneficial factors in American life. 

The Fidelity Union Trust Company, 
an early leader in the Life Insurance 
Trust Movement, believes in life 
insurance and urgently recommends its 
purchase. A life underwriter or a repre- 
sentative of this Company will be 
pleased to discuss the matter at yourcon- 
venience. May we be of service to you? 


Fidelity 


Trust Topics 


Should a man consult his wife about the 
terms of his Will? 

This is the leading question qsked by 
George Coleman Martin, editor of a co- 
operatively-sponsored series, in an adver- 
tisement which recently appeared in the 
New York Herald Tribune. 

To do so would seem preferable. She is 
the one who will experience the most benefit 
of a good Will, or the harm of a poor Will 
or no Will at all. Since it is hardly fair to 
your wife to force upon her a situation of 
which she is not apprised, or to which she 
has not consented, it would certainly seem 
preferable to consult her about the appoint- 
ment of your Executor. Remember, your 
Estate Plans do not become operative dur- 
ing your lifetime. They are made primarily 
for the protection, comfort, and convenience 
of your wife and family who, some day, 
may need to be in almost constant touch 
with the institution you appoint. You have 
only to visualize the advantage to them of 
being able to consult those in charge with 
the utmost convenience, freedom and dis- 
patch to realize the importance of appoint- 
ing a responsible trust company as Execu- 
tor and Trustee of your estate. 

Does a bank keep its banking resources 
and its trust funds separate? 

Entirely so. Not only does it keep its 
banking resources entirely separate from 
its trust funds, but the securities and prop- 
erties of each Estate and Trust are kept 
entirely separate and apart from the se- 
curities and properties of all other Estates 
and Trusts. 

* * * 

This advertisement is sponsored by the 
following New Jersey institutions as a 
service to residents of their community. 
Any of them will be glad to discuss with you 
and your attorney—without obligation, and 
in the strictest confidence—any matter re- 


lating to the conservation of your estate. 
Peoples Trust Company 
of Bergen County 
HACKENSACK 
The Plainfield Trust Company 
PLAINFIELD 
Somerville Trust Company 
SOMERVILLE 
The Summit Trust Company 
SUMMIT 
Peoples Bank and Trust Company 
WESTFIELD 


Taxation and Investments 


Probably no two issues today present to 
individuals of means a greater problem 
than these. 
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TAXATION, inadequately provided for, 
may result in the disintegration of estate 
assets. INVESTMENTS, which may have 
to share the burden of estate settlement and 
provide a@ livelihood for dependents, require 
careful selection and subsequent attention. 
The FAMILY TRUST is being employed 
to aid in meeting such problems. 

A member of our Estate Planning staff 
would be glad to outline to you the opera- 
tion and advantages of a Family Trust. 


From Girard Trust Company, Philadelphia, ad- 
vertisement. 


New Year Message of Fidelity-Phila- 
delphia Trust 


“When the courtly Friend, the Founder 
of our Commonwealth, chose for his and 
our beloved City the name of Philadelphia, 
we may be sure he was not unmindful of 
the apostolic sentiment now adopted as our 
City’s motto— 

PHILADELPHIA MANETO 
in its civic sense, 
MAY PHILADELPHIA ENDURE 
in its ethical sense, 
LET BROTHERLY LOVE CONTINUE 


In a time of faction, censure, and denun- 
ciation, let us not forget that the deeper 
our obedience to the ethical precept, the 
stronger our assurance of the civic hope. 

Sincerely yours, 
WILLIAM P. GEST.” 


Life Insurance Trust Agreement 


Life insurance placed with one of the 
standard life insurance companies, is not 
only a safe investment but is a specific pro- 
tection for the family and dependents of 
the man insuring his life for their benefit. 

The primary purpose of life insurance, 
aside from its investment value, is to pro- 
vide for the needs of those named as bene- 
ficiaries, in the event of the death of the 
insured. 

Where a business enterprise has financial 
obligations falling due at some future 
time, it is the practice to establish a sinking 
fund to provide the money to meet them. 

Families depending upon the earning 
power of one individual would have urgent 
need of money in the event of the death of 
that individual. Financing a family is eyen 
more important than financing a business 
enterprise and the payment of premiums 
for life insurance to provide the necessities 
for a comfortable life for the family cor- 


respond to the payments made to a sinking 
fund to provide money for the future needs 
of a business enterprise. 

In taking out insurance for his family, 
a man also provides a source of credit, 
should it become necessary for him to bor- 
row money for business or living purposes. 
Life insurance companies make it easy for 
policyholders to borrow money, and also try 
to make it as easy as possible for them to 
pay it back. 

When life insurance policies are placed 
with a dependable, responsible Trust Com- 
pany under a Life Insurance Trust Agree- 
ment—the insured may feel perfectly con- 
fident that the proceeds of his policies will 
be applied exactly in accordance with his 
wishes as he may set them forth in the Life 
Insurance Trust Agreement. 

From “The Savings Journal,” January, 1936. Pub- 


lished by The Washington Loan and Trust Com- 
pany, Washington, D. C. 


Public Debt Ratio Higher Than 
England’s 


The gross public debt—federal, state, and 
local—has increased from $39 billion in 1932 
to about $50 billion at the present time, ac- 
cording to a study just issued by the Na- 
tional Industrial Conference Board. Of this 
public debt, about $29.5 billion is federal 
debt and about $20.5 billion is state and 
local debt. This is equal to approximately 
one year’s present national income, and 
equivalent to approximately one-fifth of the 
national wealth. For the past two years fed- 
eral debt charges have been equal to about 
34 per cent of federal receipts. The ratio 
of these charges to national income was 2.3 
per cent for 1934. 

These figures are smaller than comparable 
British figures for the decade ended in 1933, 
during which national debt charges averaged 
about 43 per cent of Exchequer receipts and 
about 9 per cent of the national income. The 
local governmental debt of the United King- 
dom, however, is relatively much smaller 
than our state and local debt, and on the 
basis of total debt our position is much less 
favorable. 

Banking institutions at the end of last 
June held direct federal obligations of over 
$14 billions, or 53 per cent of interest-bear- 
ing debt outstanding, exclusive of special 
funds. The Board’s report says that “The 
inflationary tendency that is present, how- 
ever, is just as definitely a species of infla- 
tion as through currency issue. 





Personnel Changes in Trust Institutions 


ALABAMA 

Birmingham—James R. Hendrix, former- 
ly associated with the Birmingham Trust & 
Savings Company, in the bond analysis divi- 
sion of the trust department, has been ap- 
pointed resident manager of the new Bir- 
mingham branch of King, Mohr & Co., 
Montgomery, investments firm. 

Greenville—Robert A. Beeland, Jr., has 
been elected president of the First National 
Bank, following resignation as president of 
the Federal Land Bank of New Orleans. 

CALIFORNIA 

San Francisco—Charles C. Bradley, man- 
ager of the Palace Hotel branch of the 
American Trust Company, has been ap- 
pointed manager of the new Stockton branch 
of the bank. 

San Francisco—A. P. Giannini, chairman 
of the board of the Bank of America N. T. 
& S. A., at a recent meeting of the directors 
relinquished his former joint position as 
president to his son, L. M. Giannini, who was 
also re-elected president of the Bank of 
America (California), the associated State 
bank. L. M. Giannini, formerly senior vice 
president of the Bank of America N. T. & 
S. A., has been in charge of all operations of 
the bank for the past three years. He plans 
to continue these duties after assuming his 
new position. A. P. Giannini will continue as 
chief executive officer of the bank. 

San Francisco—William W. Crocker has 
succeeded his father to the post of president 
of the Crocker-First National Bank. The 
elder Mr. Crocker had held the position for 
forty-three years. The newly elected presi- 
dent attended Harvard Law School for one 
year and then the World War took him into 
the ambulance service until the United 
States entered the war, at which time he was 
transferred to the A. E. F. He held a cap- 
tain’s commission at the close of the strug- 
gle. After leaving the army Mr. Crocker 
spent one year with the Bankers Trust Com- 
pany, New York, and then returned to San 
Francisco, where he entered his father’s 
bank as vice president. In addition to his 
banking responsibilities, he is a director of 
many western corporations. 

CONNECTICUT 

Bridgeport—Edmund 8S. Wolfe, for seven- 
teen years president of the First National 
Bank and Trust Company, retired from that 
position at the annual meeting of the bank 
on January 14, to enter private business. 
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The directors named Lewis A. Shea, vice 
president, as acting president pending selec- 
tion of Mr. Wolfe’s successor. 

Hartford — At its annual meeting, the 
First National Bank of Hartford announced 
five promotions and one retirement as fol- 
lows: 

Carlos S. Holcomb, trust officer since 1929, 
elected vice president and trust officer; Fred 
H. Olmstead, assistant cashier, resigned be- 
cause of ill health after thirty-seven years 
with the bank. George W. Hammerstrom, 
assistant cashier, appointed assistant cashier 
and auditor, and Leroy B. Watkins, assistant 
chief clerk, made assistant cashier. Emil J. 
Liebewein was named assistant trust officer 
and Kai T. Mauritzen investment adviser. 

DELAWARE 

Wilmington — Robert C. Levis, formerly 
secretary and treasurer of the Newark Trust 
Company, Newark, Del., has been elected 
assistant vice president of the Equitable 
Trust Company. Mr. Levis assumed his new 
duties on January 1. 

Augusta—J. Marion Adams, formerly as- 
sistant trust officer of the Georgia Railroad 
Bank and Trust Company, has recently been 
elected trust officer of the institution. Lee S. 
Trimble, the former vice president and trust 
officer, has been made vice president and 
cashier. 

ILLINOIS 

Alvin—Bert Call has resigned his position 
as head of the State Bank of Alvin to as- 
sume the presidency of the Bank of George- 
town. Mr. Call succeeds O. P. Clark, who 
retired a few months ago. 

Chicago—At the annual meeting of the 
directors of the Northern Trust Company, 
the following officers were promoted: Solo- 
mon B. Smith was advanced to vice presi- 
dent; Robert M. Roloson, Jr., Fred J. Koch 
and George D. Maxfield were promoted to 
second vice presidents. The directors also 
elected the following new officers: Walter 
J. Madigan, Thomas L. McDermand, Francis 
J. Holland, Frank F. Selfridge, Donald 
Laing and Edward L. Hruda, all as assistant 
secretaries; Albert E. Walkoe and Alan R. 
Kidd were named as assistant cashiers, and 
Alford J. Baschen as assistant manager of 
the bond department. 

Harold H. Rockwell, vice president and 
secretary, celebrated his forty-fifth anniver- 
sary with the institution on January 15. 
He entered the employ of the Northern 
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Trust Company one and a half years after 
the organization of the company. 

Chicago—At a meeting of the board of 
directors of The First National Bank on 
January 14, the following changes in ex- 
ecutive staff were effected: In the ‘trust 
department there were a number of promo- 
tions and simplifications of titles. Emerson 
R. Lewis, Robert L. Grinnell, Forrest Wil- 
liams, Coll Gillies and Thomas H. Beacom, 
Jr., were made assistant vice presidents; 
Henry H. Benjamin was made trust officer 
and Leslie C. Gilbertson and Paul H. Duna- 
kin were made assistant trust officers. All 
were officers of the department. Other pro- 
motions were: L. A. Jenkins, P. L. Stevenson 
and A. S. Thorwaldson were elected to as- 
sistant trust officerships; Oscar F. Meredith 
and Clarence B. Jennett were elected vice 
presidents of the bank; Thomas J. Butler, 
Clarence E. Carlson, M. J. Hardacre, Ed- 
ward J. Jennett and Herbert V. Prochnow 
were promoted from assistant cashiers to 
assistant vice presidents; and William C. 
Bruhn and Vernard Higby were promoted 
to assistant cashiers. 

Chicago—J. N. Valbert, who has been ac- 
tive in the field of trust development, has 
joined the American National Bank in 
charge of new business development for the 
trust department. 

Chicago—Donald C. Miller was elected a 
vice president of the Harris Trust and Sav- 
ings. He was formerly assistant vice presi- 
dent. William France Andersen and Wil- 
liam H. Milsted, formerly assistant secre- 
taries, were made assistant vice presidents. 

Chicago—Arthur H. Evans has resigned 
as vice president of the Continental Illinois 
National Bank and Trust Company to be- 
come associated with the Mercer-Allied Cor- 
poration of New York. 

Chicago—Harold J. Clark, formerly trust 
officer of the City National Bank and Trust 
Company, has returned to the practice of 
law. Mr. Clark will be associated with the 
firm of Alden, Latham & Young and will 
specialize in trust, probate, and insurance 
law. 

INDIANA 

Fort Wayne—Earl G. Schwalm has ac- 
cepted a position as first assistant to E. W. 
Young, trust officer of the Lincoln National 
Bank & Trust Co. He was elected assistant 
trust officer of the First & Tri-State Na- 
tional Bank in 1931, and was later assistant 
trust officer of the Old-First National Bank 
& Trust Co. Since 1932, Mr. Schwalm has 
been acting as trust officer of the Old-First 
National Bank & Trust Co. under the re- 
ceiver. 


Richmond—Ernest Z. Elleman has been 
appointed first vice president of the Second 
National Bank. 

KANSAS 

Abilene—M. E. Ptacek has been appoint- 
ed president of the United Trust Company 
to succeed A. E. Jones, who resigned to 
accept a government position. 

KENTUCKY 

Henderson — William Lambert has been 
elected president to fill the vacancy in that 
office and J. W. Liles has succeeded E. L. 
Starling as cashier of the Farmers Bank & 
Trust Company. 

MASSACHUSETTS 

Boston—Joseph E. O’Connell, vice presi- 
dent of the National Shawmut Bank, has 
resigned from that institution to become a 
resident partner of the firm of Soucy, 
Swartswelter & Co., members of the New 
York and other leading stock exchanges, 
with offices in Boston, Youngstown and 
Cleveland. 

Boston—At a meeting of the directorate 
of the Old Colony Trust Company, Warren 
G. Lawson and E. Lester Swett were named 
assistant vice presidents. 

MINNESOTA 

Owatonna—Julius H. Meyer has accepted 
a position as vice president and cashier of 
the First National Bank. Mr. Meyer was 
formerly cashier of the First National Bank 
at Heron Lake. 

St. Paul—The Empire National Bank and 
Trust Company have announced the follow- 
ing promotions: C. E. Johnson, formerly 
vice president, appointed executive vice 
president; C. T. Dedon, previously cashier, 
was advanced to vice president and cashier; 
M. W. Petter, previously personal loan offi- 
cer and director of advertising and pub- 
licity, and P. A. Kippels, appointed as- 
sistant cashiers. 

MISSOURI 

Columbia—H. H. Bright has been elected 
vice president of the Boone County Trust 
Company. Mr. Bright was formerly presi- 
dent of the First National Bank, Mexico, 
Mo., and he is succeeded in that position by 
Fred A. Morris. 

St. Louis—Harry C. Hartkopf, president 
of the Union Trust Co. in East St. Louis, 
Ill., announces his resignation and his ap- 
pointment as executive vice president of the 
Cass Bank & Trust Co. Mr. Hartkopf’s 
resignation will become effective when the 
East St. Louis institution appoints his suc- 
cessor, it was stated. He became president 
of Union Trust in May, 1933. He was for- 
merly a vice president of the First National 
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Bank of St. Louis and an assistant vice 
president of the Liberty Central Trust Co. 
of St. Louis. Jacob F. Hellrung, president 
and board chairman of the Cass Bank & 
Trust Co., states that it is planned that 
Mr. Hartkopf will ultimately succeed to the 
presidency of the Cass Bank. 

St. Louis—C. S. Pangman, until recently 
advertising manager of the Mercantile- 
Commerce Bank and Trust Company, has 
resigned to become associated with Oakleigh 
R. French, Inc., a St. Louis advertising firm 
with affiliated offices throughout the coun- 
try. 


NEW JERSEY 


Belleville—Wilbur W. Brooks was elected 
executive vice president of the First Na- 
tional Bank on January 14. He was for- 
merly vice president and cashier of the 
Montclair National Bank, Montclair, N. J. 

Belleville—Irwin G. Ross, formerly vice 
president and cashier of the Franklin Na- 
tional Bank at Jersey City, has become ex- 
ecutive vice president of the Peoples 
National Bank & Trust Co. of this city. 

Bridgeton—Carll R. Streets has been 
elected vice president of the Merchants Na- 
tional Bank. 

Fort Lee—Peter Heft was elected presi- 
dent of the Fort Lee Trust Company at the 
annual meeting held on January 14. He 
succeeds the late Samuel J. Corker, founder 
of the bank. 

Hightstown—At the meeting of the board 
of directors of the Hightstown Trust Com- 
pany, Harvey Wycoff was advanced from 
second vice president to president of the 
institution. He succeeds the late William 
H. Thompson, whose son, William H. 
Thompson, Jr., was elected second vice 
president. 

Hoboken—Peter G. Verdicchio, secretary 
and trust officer of the Hoboken Bank for 
Savings, has been elected to the executive 
committee of the bank. Mr. Verdicchio has 
been associated with the institution for the 
past twenty-four years. 

Irvington— Roy H. Hitchings, acting 
president of the Irvington National Bank, 
was elected president of the institution on 
January 14 at the annual meeting of the 
board of directors. Mr. Hitchings has been 
in the position of acting president since the 
death of Mahlon S. Drake, Jr., last August. 
He came to the bank early in 1935 as execu- 
tive vice president and prior to that time 
was in the banking profession in Boston 
and Attleboro, Mass. 

Morristown—Kenneth W. Thompson had 
his appointment as vice president and trust 


officer confirmed by the stockholders of the 
First National Bank at their annual meet- 
ing, held on January 14. Mr. Thompson 
was elected vice president and trust officer 
on December 2 by the board of directors. 
He succeeds Henry Cory, who retired from 
his duties. 

Mullica Hill—Lindley S. Hurff, formerly 
cashier of the Farmers National Bank, was 
recently elected trust officer of the Bound 
Brook Trust Company. Mr. Hurff is a grad- 
uate of the Wharton School of Accounts 
and Finance of the University of Pennsyl- 
vania, a graduate of the American Institute 
of Banking and was one of the 200 bankers 
to attend the first session of the Graduate 
School of Banking conducted by the A. I. B. 
at Rutgers University last June. 

Newark — The directors of the Fidelity 
Union Trust Company have elected Leslie 
G. McDouall, trust officer, to the rank of 
vice president and trust officer, as an- 
nounced by President J. H. Bacheller. Seven 
other promotions were listed as follows: 
Roy F. Duke, to a vice president, and How- 
ard Hampson, Jesse H. Saul, W. Van L. 
Taggart and Arthur B. White to assistant 
secretaries and assistant treasurers. 

New Brunswick—C. L. Mott was elected 
president of the New Brunswick Trust Com- 
pany to succeed Waldemar H. Fries, who 
resigned. Mr. Mott entered the employ of 
the bank in 1906 as a messenger. 

Paterson—F. H. Peterson, formerly a na- 
tional bank examiner, has joined the First 
National Bank as executive vice president. 
Mr. Peterson resigned his position as na- 
tional bank examiner in the Second Federal 
Reserve District to assume his new duties. 

Plainfield — Lawrence B. Casey, former 
assistant vice president of the Irving Trust 
Company of New York, on January 2 be- 
came president of the First National Bank 
of Plainfield, N. J., the oldest banking insti- 
tution in that city. He succeeds Edward F. 
Feickert ,who retired on December 31. 

Princeton—Charles A. Seidensticker, vice 
president and trust officer, was elected to 
the board of directors of the Princeton 
Bank and Trust Company. 

South -River—John H. Barrington was 
elected vice president of the South River 
Trust Company to succeed Everett D. 
Mitchell, resigned. 

NEBRASKA 

Omaha—W. A. Sawtell, formerly execu- 
tive vice president of the Stockyards Na- 
tional Bank, was elected president of the 
institution on January 14. He succeeds 
James B. Owen, who becomes chairman of 
the board. Al Truscott was elected assistant 
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vice president. Mr. Sawtell came to the bank 
three years ago from the Stockyards Na- 
tional Bank of South St. Paul, Minn. 


NEW YORK 


Bronxville—Charles S. Andrews, Jr., 
president of the Bronxville Trust Company, 
Bronxville, announces the appointment of 
Ralph G. Wills as vice president and treas- 
urer and W. Arthur Bostwick as vice presi- 
dent and trust officer. Mr. Wills was for- 
merly secretary and treasurer and Mr. 
Bostwick was formerly assistant treasurer 
and trust officer. 

Brooklyn—George P. Kennedy, recently 
vice president of the Bronx County Trust 
Company, has been elected president of the 
Lafayette National Bank of Brooklyn. The 
bank has been without a president since 
January, 1934, when Laurence H. Hendricks 
resigned that office. Percy J. Smith, vice 
president, has been serving as acting presi- 
dent since that time. 

Brooklyn—Howard D. Joost, vice presi- 
dent of the Kings County Trust Company, 
recently resigned because of ill health. Mr. 
Joost had been a vice president of the insti- 
tution for twelve years and had been con- 
nected with it for forty years. 

Brooklyn—Gustav Gardner has recently 
been elected trust officer of the Lafayette 
National Bank. Mr. Gardner has had wide 
experience in the banking field, having been 
employed for six years by the National City 
Bank and the National City Company, New 
York, and for twelve years was associated 
with the Irving Trust Company. He was 
for a short while employed with the R. F. C. 
and later, cashier of the First National 
Bank, South River, N. J. 

Buffalo—Two new vice presidents were 
elected and seven executives were promoted 
at the annual meeting of the Marine Trust 
Company, a Marine-Midland affiliate, on 
January 14th. The two new vice presidents 
will be in charge of the Bank of Batavia 
and the Bank of East Aurora, Marine-Mid- 
land banks which have become branches of 
the Marine Trust Company. 

Everett R. Tomlinson, who will head the 
Batavia branch, was chairman of the direc- 
tors of the Bank of Batavia until recently, 
when stockholders approved its merger with 
the Marine Trust. Richard S. Persons, who 
will manage the East Aurora branch, was 
president of the Bank of East Aurora since 
1914. This bank has been a branch of the 
Marine Trust since January 2nd. — 

This conversion of Marine Midland units 
into branches of a larger group bank has 
been done under the new State law permit- 
ting regional branch banking. 


Executives whose promotions were an- 
nounced are: Max Rieger, assistant treas- 
urer, to assistant vice president; John M. 
Galvin, to assistant treasurer; Fred O. 
Meyer, to assistant treasurer; Clifford B. 
Marsh, Jr., to assistant treasurer; Frank 
F. Rumbold, to assistant treasurer; Richard 
W. Harlock, to assistant secretary; Arthur 
D. Moffett, to assistant secretary. 

Hempstead—The Second National Bank 
of Hempstead voted to change its name to 
the Second National Bank and Trust Com- 
pany of Hempstead. 

Manhasset—Dr. L. A. Van Kleeck has 
resigned as chairman of the board of the 
First National Bank and Trust Company 
of Manhasset. 

New York—Harvey D. Gibson, president 
of Manufacturers Trust Company, has an- 
nounced the following promotions, as of 
December 30: Charles H. Jones, assistant 
vice president in the Securities Department; 
George T. Newell, assistant vice president 
in charge of the Empire State office, and 
Joseph Rubanow, assistant vice president 
in charge of the West 48rd Street office, 
have been named vice presidents. Francis J. 
McGrath and John B. Paddi, assistant sec- 
retaries, and Paul N. Robins have been 
named assistant vice presidents. Richard P. 
Wilson has been named assistant secretary. 

New York—At the December meeting of 
the board of directors of the Bank of the 
Manhattan Company the following appoint- 
ments of officers were made: Assistant trust 
officer, Risdon G. Wright of the Corporate 
Trust Department; assistant secretary, 
Daniel O. Dechert, Jr., of the Legal Depart- 
ment; assistant cashiers, Edward J. Carle- 
ton, Jesse Harvey, branch manager, and 
Joseph M. Hayden. 

New York—The Chase National Bank an- 
nounces the appointment of Christopher J. 
Kelly, George T. Wraight, assistant trust 
officers; John B. Bridgwood, William A. 
Grotz, James V. Ritchey, Jr., Francis G. 
Ross, assistant cashiers; William S. Dubois, 
assistant manager of the Foreign Depart- 
ment; Walter H. Wightman, assistant man- 
ager of Credit Department; Burnett O. 
Doane, George Holzman, Harold O. Taylor, 
assistant managers of the Bond Depart- 
ment. 


New York—Chemical Bank & Trust Com- 
pany, on January 16th, promoted Edward 
F. McGinley, formerly assistant secretary, 
to assistant vice president. John J. George 
was appointed assistant manager of the 
bank’s Brooklyn office; Sumner A. Williams, 
assistant manager of the Waldorf-Astoria 
office, and Frederick W. Buesser, assistant 
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manager of the Municipal Bond Depart- 
ment. 


New York—Edward C. Smith has been 
appointed an assistant vice president of the 
City Bank Farmers Trust Company. 

New York—The Bank of New York and 
Trust Company announced on January 14th 
that William R. Biggs, R. G. Barker and 
Elgood M. Lufkin, formerly assistant vice 
presidents of the bank, had been appointed 
vice presidents. Lewis P. Carmer, formerly 
assistant secretary, was appointed an assis- 
tant vice president; Ralph C. Glock was 
made assistant secretary, and James S. Mc- 
Alister, Jr., was appointed assistant 
treasurer. 

New York—The Guaranty Trust Com- 
pany announces the appointments of Fred- 
erick S. Parker and Broderick Haskell, Jr., 
as second vice presidents. 


New York—The Continental Bank & 
Trust Company has announced the appoint- 
ments of Carleton Gibson, Jr., as assistant 
trust officer and Vance L. Bushnell as vice 
president. Mr. Gibson was formerly secre- 
tary of the Servicing Corporation of New 
York, and he will engage in matters per- 
taining to mortgage certificates and re- 
organization of title company certificated 
mortgages. Mr. Bushnell was advanced from 


assistant vice president. 


New York—Edward E. Strong has been 
appointed assistant vice president of the 
Corn Exchange Bank Trust Company. 


New York—William J. Terry was elected 


comptroller, William Krasny,, Walter 
Freund and Frank Kley, assistant vice 
presidents, and James G. Hurley, assistant 
cashier, of the Sterling National Bank & 
Trust Co. at the organization meeting of 
the board of directors. 

New York—Roderick Stephens has been 
elected chairman of the board and M. Al- 
fred Shipman, president of the National 
Bronx Bank. Mr. Shipman has been execu- 
tive vice president of the bank since April, 
1934, and Mr. Stephens has been a director 
since April, 1931. Mr. Stephens succeeded 
William T. Keogh as chairman. 


New York—John F. Sullivan has been 
named assistant trust officer and Lauriston 
C. Lake and Edward R. Westman have 
been appointed assistant cashiers of the 
Commercial National Bank and Trust Com- 
pany. 

Rochester—Raymond J. White has been 
promoted from secretary to vice president 
of the Lincoln-Alliance Bank & Trust Com- 
pany. He is to be manager of the Lincoln 


branch of the bank. Edmond J. Tuety be- 
comes secretary. 

Salamanca—Edward B. Vreeland has re- 
signed as president of the Salamanca Trust 
Company. Edward B. Fitzgerald, formerly 
vice president, succeeds him. Mr. Vreeland 
had been president since 1891 and was also 
chairman of the board, a position created 
for him. 

Schenectady—Mahrlon Snell, who has 
been in the bond department of the Bank- 
ers Trust Company for the last ten years, 
has been elected vice president and director 
of the Citizens Trust Company. 

Southampton, L. I.—The Southampton 
Bank on January 14 elected John O. Ellis- 
ton president and chairman of the board 
to succeed the late L. Emory Terry. Mr. 
Terry was succeeded on the board of direc- 
tors by his son, J. Foster Terry. Leon P. 
Hildreth was elected vice president, and all 
other officers were re-elected. 

Southampton, L. I.—The directors of the 
First National Bank of Southampton on 
January 14 elected C. Edwin Dimon presi- 
dent to succeed J. Augustus Hildreth, who 
retired because of his election as Super- 
visor of the town of Southampton. Mr. 
Dimon was succeeded as vice president by 
Edward H. Howell. All other officers and 
directors were re-elected. 

Ticonderoga—Roy Lockwood was elected 
president of the Ticonderoga National Bank 
to succeed the Rev. Cyril Stevens, who re- 
signed from that office. 

Troy—Chauncey W. Cook was elected 
president of the Manufacturers National 
Bank of Troy on January 15, filling the po- 
sition left vacant by the death of the late 
William F. Seber on November 8. The Man- 
ufacturers National Bank is a member of 
the Marine Midland Group of banks. 


OHIO 


Baltimore—Lawrence M. Miller was 
elected January 14 president and O. Bierne 
Chisholm vice president of the Colonial 
Trust Company. Mr. Miller, who has been 
a director of the trust company for many 
years, fills the post left vacant some time 
ago at the retirement of Irving Adams. The 
new president is a director of the National 
Marine Bank. 

Cleveland—Joseph H. Thompson was 
made vice president of the National City 
Bank at the annual meeting held on Janu- 
ary 14. He was formerly associated with 
the Union Trust Company. 

Toledo—John T. Rohr was elected presi- 
dent of the Toledo Trust Company at the 
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meeting of stockholders on January 8, suc- 

ceeding Henry L. Thompson who was made 
chairman of the board. Mr. Rohr entered 
the employ of the bank in 1906 as a mes- 
senger boy. 

Cleveland—The board of directors of the 
Cleveland Trust Company announced the 
following promotions: Roy B. Price, mana- 
ger rental department, B. B. Smith, Eco- 
nomics and Research department, and John 
R. Todd Assistant Treasurer, advanced to 
assistant vice presidents; Stewart Anthony 
and B. H. Brainard, rea lestate loan depart- 
ment, to assistant treasurers. 

Canton—Harley J. Fast, formerly exécu- 
tive vice president of the First Trust & 
Savings Bank, has been chosen president to 
succeed the late John A. Faweett. 

Troy—John K. DeF rees, formerly cashier 
of the First-Troy National Bank & Trust 
Company, has been elected to the newly 
created post of executive vice president. 
Vernon C. LeFevre, former vice president 
of the First National Bank and Trust Com- 
pany, Springfield, has been elected cashier 
to fill that vacancy. 

Washington, C. H.—J. Roush Burton has 
been elected a director and active manager 
of the First National Bank. 

Zanesville—T. Frank Luby, insurance 
man and one of the directors of the bank, 
has been elected president of the First 
Trust & Savings Bank, to succeed the late 
Alva L. Rea. 

PENNSYLVANIA 

Germantown—Clarence A. Warden has 
been elected chairman of the board of the 
Germantown Trust Company, it was an- 
nounced recently. He succeeds W. T. Mur- 
phy, who was forced to resign due to his 
failing health. 

Philadelphia—Frederic C. Wheeler, for- 
merly vice president of William I. Mirkil 
Co., was elected vice president in charge 
of the real estate department of the Fidel- 
ity-Philadelphia Trust Company, at a re- 
cent meeting of the board of directors. 
Other promotions were as follows: Real 
estate officer, Linford Eastburn; assistant 
real estate officers, Warren B. Borneman, 
Maurice Griest, J. Ronald Scott and Gus- 
tave E. Bliss; cashier, Henry E. Davis. 


TENNESSEE 

Dayton—James Waterhouse has_ been 
elected president of the Dayton Bank & 
Trust Company. The stockholders also 
elected K. F. Johnson as vice president and 
cashier; B. L. Morgan, vice president, and 
Miss Blanche Gross and William Shaver, 
assistant cashiers. 
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TEXAS 

Fort Worth—Zeta Gossett, assistant vice 
president of the Continental National Bank, 
has been appointed State Banking Commis- 
sioner of Texas by Governor Allred, suc- 
ceeding Irvin McCreary who resigned last 
month to accept the presidency of the Far- 
mers State Bank, Temple. 

Houston—DeWitt T. Ray, trust officer of 
the First National Bank, was named vice 
president and trust officer, as well as a 
member of the board of directors. Mr. Ray 
succeeds the late E. A. Paden as a director. 

Houston—The Union National Bank has 
announced the following promotions: 
Charles A. Dwyer, formerly cashier of the 
bank, and Winston Carter were named 
vice presidents, Henry C. Horne, former 
manager of the credit department, was 
named assistant cashier. Mr. Dyer will con- 
tinue to hold the position of cashier. Ed- 
ward H. Andrews has become senior vice 
president due to the death of H. B. Finch. 


VIRGINIA 
Wytheville—Stuart B. Campbell has been 
elected president of the First National Far- 
mers Bank. Mr. Campbell was formerly first 
vice president of the institution. He suc- 
ceeds the late Dr. C. W. Cleaves. W. B. 
Cassell has become first vice president. 


Winchester—H. D. Fuller, formerly presi- 
dent of the Farmers & Merchants National 
Bank & Trust Company, resigned on De- 
cember 27 and was immediately elected 
chairman of the board to succeed M. M. 
Lynch, who resigned. William E. Cooper 
advanced from vice president to president, 
and Phil H. Gold and Dr. Lewis M. Allen 
were elected vice presidents. 


TRUST INSTITUTION BRIEFS 


Los Angeles, Cal.—William Prentice, a 
former national bank examiner, has been 
appointed head of the insolvent national 
bank division. He succeeds J. E. Fouts, 
resigned. 

Los Angeles, Cal.—The Bank of America 
N. T. & S. A., have announced plans for 
the opening of new branches in Weaver- 
ville, county seat of Trinity County, and at 
Westwood Village, Los Angeles. 

Greensburg, Ind.—The Decatur National 
Bank has been granted limited trust powers. 

Everett, Mass.—Three Middlesex County 
banks, all capitalized at $200,000; the Lech- 
mere Bank of Cambridge; the Second Na- 
tional Bank of Malden and the Everett 
Bank & Trust Company, were consolidated 
December 31 under the charter of the first 
named institution, the location was changed 
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to Everett and title to Middlesex County 
National Bank of Everett. The new insti- 
tution is capitalized at $500,000 with sur- 
plus of $300,000, and will maintain branches 
in Cambridge and Malden. 

Ann Arbor, Mich.—Merger of the Ann 
Arbor Savings Bank, the Farmers & Me- 
chanics Bank and the First National Bank 
& Trust Company, which has been under 
consideration for several years, has been 
announced as approved by the board of 
directors of the three banks. Approval of 
the Federal Deposit Insurance Corp. and 
the Reconstruction Finance Corp. has been 
received. The new corporation will be or- 
ganized with common capital stock of 
$150,000 and $30,000 surplus. The allotment 
from the Reconstruction Finance Corp. is 
expected to consist of $800,000 par value 
preferred capital stock and $200,000 sur- 
plus. 

St. Paul, Minn.—Governor Floyd B. Olson 
has appointed Robert D. Berry, formerly 
chief liquidation examiner of the State 
Banking Department, as Acting Commis- 
sioner of Banking to succeed Elmer A. 
Benson, appointed to the Senate to fill the 
vacancy created by the death of Senator 
William D. Schall. 

Lincoln, Neb—The National Bank of 
Commerce and the Commerce Trust Com- 
pany of Lincoln consolidated on December 
27 under the charter and corporate title 
of “National Bank of Commerce of Lin- 
coln,” with capital stock of $300,000 and 
surplus at $300,000. 

Montclair, N. J—The Montclair National 
Bank and the Montclair Trust Company 
combined their business on January 9. The 
office of the Montclair National Bank be- 
comes the Watchung Plaza Office of the 
Montclair Trust. 

Pleasant Point, N. J—The Ocean County 
National Bank has been authorized to main- 
tain a seasonal branch office in the borough 
of Bay Head from the first of May to the 
first of November in each year. 

Trenton, N. J.—The stockholders of the 
Hanover-Capital Trust Company have 
voted to liquidate the bank. Depositors and 
creditors will be paid in full. Through a 
trust agreement, the Trenton Banking Com- 
pany, the Trenton Trust Company and the 
First-Mechanics National Bank will assist 
in the liquidation. These banks guaranteed 
deposits of the Hanover-Capital Trust in 
its reopening after the 1933 moratorium. 

Buffalo, N. Y.—The New York State 
Banking Department on December 23 ap- 
proved agreements for the merger of the 
Bank of Batavia, Batavia, N. Y., and the 


Bank of East Aurora, East Aurora, N. Y., 
into The Marine Trust Company of Buffalo. 
The consolidation is expected to be consum- 
mated shortly. 

New York, N. Y.—The Lawyers Trust 
Company is the new title of the Lawyers 
County ‘Trust Company, which changed its 
name on December 23. 

New York, N. Y.—The Continental Bank 
& Trust Company announced this week the 
opening of an office in Dallas, Texas, and 
the appointment of Carroll J. Hester as 
Southwest representative. 

Raleigh, N. C.—W. B. Tyer, vice presi- 
dent of the First-Citizens Bank & Trust 
Company, Smithfield, N. C., has announced 
that the institution has leased the former 
quarters of the defunct Commercial Na- 
tional Bank, Raleigh, which they will use 
for their Raleigh branch office. 

Canton, O.—Plans for the consolidation 
of the First Trust and Savings Bank and 
the Central Savings Bank and Trust Com- 
pany under the name of the former are in | 
an advanced stage, a contract having been 
agreed upon by the directors to be ratified 
at a meeting of the stockholders of the two 
institutions. The plan must have the ap- 
proval of the Reconstruction Finance Cor- 
poration, the Federal Deposit Insurance 
Corporation and the State Superintendent 
of Banks. 

Cincinnati, O.—The Trust Department of 
The Central Trust Company has recently 
remodeled its interior into spacious and 
well furnished quarters with special em- 
phasis on the lighting. 

Cleveland, 0.—A. C. Ernst, senior part- 
ner of Ernst & Ernst, will make a 
thorough analysis of figures relating to the 
proposal to create a new national bank as 
successor to the Union Trust Company. 
Mr. Ernst volunteered to make this analysis 
without any cost to the depositors or the 
institution. ‘ 

Portland, Ore.—The First National Bank 
has taken over the First National Bank at 
Tillamook, Oregon. 

Portland, Ore.-—The United States Na- 
tional Bank has absorbed the Medford Na- 
tional Bank, Medford, Oregon. The Med- 
ford bank went into voluntary liquidation. 

Philadelphia, Pa.—The proposal to change 
the name of the Real Estate-Land Title & 
Trust Company to the Land Title Bank 
and Trust Company was voted by the stock- 
holders at their annual meeting. 

Lead, S. D.—Three South Dakota banks 
have merged to form the second largest 
bank in the state. The banks affected were 
First National Bank of Deadwood and the 
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Bank of Spearfish, which will become 
branches of the National Bank of Lead. 
The latter institution already maintains a 
branch in Hot Springs. 

Spokane, Wash.—The Old National Bank 
and Union Trust has absorbed the First 
National Bank of Reardan. 

Seattle, Wash.—Seattle-First National 
Bank has been authorized to open branches 
in Cheney, Washington; Mason City, Wash- 
ington, and at 601 Riverside Avenue, 
Spokane. 


Old National of Spokane Expands 


Nine small eastern and central Wash- 
ington banks have been absorbed and 
taken over as branches of the Old Na- 
tional Bank & Union Trust Company, 
Spokane, and the business of three other 
banks was taken over by members of the 
system on December 14. 

This move will result in releasing ap- 
proximately $450,000 of capital to apply 
on the indebtedness of the Investment 


1,125 candles transform the Granite Trust Co., 
Quincy, Mass., into a “Tower of Christmas Light.” 


Securities Company, a subsidiary of the 
Old National Corporation, to the Recon- 
struction Finance Corporation. The loan 
has now been reduced to $927,042. 


White Heads New York Banking 
Department 

William R. White, Deputy Superinten- 
dent of Banking and Counsel, has been ap- 
pointed by Governor Lehman to the post of 
Superintendent of Banks of New York 
State, succeeding the late George Egbert. 

Mr. White brings a notable record of 
achievement to his new position, having 
been associated with the law firm of Chad- 
bourne, Stanchfield & Levy following gradu- 
ation from Columbia Law School in 1929, 
and joining the Banking Department in 
1930 as counsel. He was also named secre- 
tary to the Banking Board upon its crea- 
tion in 1932. 


Alabama Banking Board 


Governor Bibb Graves ofAlabama has 
appointed a new State Banking Board 
to serve in an advisory capacity during 
his administration. In accord with the 
recent trend, Governor Graves named ex- 

¢rienced bankers to his board, the mem- 

bers being: E. Carlisle Melvin, presi- 
dent, Selma National Bank and Selma 
Trust & Savings Bank; Dent F. Green, 
chairman, Tennessee Valley Bank at De- 
catur; Joel E. Johnson, vice president, 
Citizens Bank at Geneva, and Edward 
L. McMillian, president, Citizens Bank at 
Brewton. 


Bankers’ Responsibility for Capitalism 

John C. Knox, U. S. District Judge for 
southern New York, stated in a recent 
address to the New York Chapter, Amer- 
ican Institute of Banking: “Bankers ver- 
itably control the life of the nation. What 
they do with that power during the next 
decade will determine whether our sys- 
tem of free enterprise will endure, or 
whether industry will become a function 
of the Federal Government. 

“The people of America are not vicious 
by nature, and if the bankers use their 
power wisely they will retain it. You are 
invested with reselling the capitalistic 
system to the United States.” 








Excerpts From Selected Articles 


Repeal of Louisiana Trust Act— 
Comments on Constitutionality 


Interesting comment on the recent re- 
peal of Act 107 of 1920 of the Louisiana 
Legislature, which provided for creation 
of trust estates, is contained in the De- 
cember issue of the Tulane Law Review, 
in which J. A. O’Conner states: 

“At the Third Extraordinary Session 
of 1935, the Legislature enacted a statute 
which repealed the Trust Act and which 
purports to give beneficiaries under ex- 
isting trusts the right to have the prop- 
erty held in trust delivered to them. The 
passage of this Act doubtless will cause 
much controversy in regard to its con- 
stitutionality. * * * 

“Beneficiaries suing toterminate trusts 
in Louisiana will find that the Common 
Law offers them no aid... . If bene- 
ficiaries of trusts in Louisiana are to be 
permitted to terminate these trusts pre- 
maturely, they will have to rely on the 
recent Act of the Legislature which pur- 
ports to confer such right. * * * 

“It has been definitely settled that the 
right of inheritance in Louisiana is 
granted by the Legislature. * * * 

“At common law, the same principle 
has been maintained. . . . The rule in 
France is precisely the same. * * * 

“By virtue of the Trust Act, a donor 
or testator was authorized to establish 
a trust in favor of a beneficiary by dona- 
tion inter vovos or mortis causa, and 
now the Legislature seeks, by the repeal- 
ing statute, to give the property to the 
beneficiary free from the trust form of 
management. * * * Even though the re- 
peal of the Trust Act in Louisiana is not 
sufficiently justified as an exercise of the 
police power, still there is no necessary 
impairment of the obligation of con- 
tracts, since trusts created under the 


Trust Act were essentially donations. 
* & & 
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“If trusts created in Louisiana under 
the Trust Act are spendthrift trusts, 
then to terminate the trust and give the 
beneficiary the trust res would be to take 
away from him the debt exemption which 
the spendthrift trust affords. Under the 
reasoning of the Brearley case, it seems 
that the Louisiana Legislature might 
properly repeal any debt exemption which 
the Trust Act may have established. 
e+ & & 

“The case in regard to the beneficiary 
who is to take the property in full owner- 
ship at the end of the trust period is 
simple. The more difficult question is 
presented in those cases where the tes- 
tator or donor has given in trust to one 
party the usufruct and to another party 
the naked ownership, the enjoyment of 
which will come into being at the end 
of the trust period. In such cases, the 
Louisiana Civil Code provisions in regard 
to the obligations of a usufructuary 
should be strictly enforced. * * * 

“Conceding that the statute repealing 
the Trust Act is constitutional, the dis- 
position of minors’ property held in trust 
raises an important problem. Act 7 of the 
Third Extraordinary Session of 1935 
provides that the right of having an im- 
mediate delivery of all property held by 
the trustee, “as to minors and interdicts 
shall be exercised by their tutors or 
curators.” ... But the repealing act also 
should have settled a problem which will 
arise under Act 45 of 1902, which au- 
thorized banks and trust companies to 
act as ‘tutors or trustees’ of minors’ 
funds under the same conditions apply- 
ing to natural persons. 

“Because of the repeal of the statute 
authorizing trusts in Louisiana, the 
banks can no longer hold minors’ prop- 
erty in the capacity of trustees. How- 
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ever, under a liberal construction of the 
repealing act, it appears that even though 
the banks have been disqualified from 
acting as trustees, they should still be 
permitted to retain the funds now in 
their possession in the capacity of tutors 
as provided in Act 45 of 1902. In the 
event that a minor has both a tutor for 
the administration of his property and 
one for the care of his person, it seems 
more logical to interpret the repealing 
act to give the trustee the tutorship for 
the administration of the property. In 
. Such case, the settlor has indicated a 
preference as to whom he wanted to man- 
age the property. The responsibility of 
the tutor to the minor and the trustee to 
the beneficiary are similar. It is sug- 
gested that to give effect to the settlor’s 
intention requires only a disregard of 
form, which is justified since the sub- 
stantive rights of all parties are prac- 
tically the same in either case.” 


Virtual Representation in Actions 


Affecting Future Interests 


Illinois Law Review. January, 1936. Pages 580-600. 

By F. CARLISLE ROBERTS, Associate Professor 

of Law, University of South Carolina Law School. 

“The principle is as old as the law, 
and is of universal justice, that no one 
shall be personally bound until he has 
had his day in court, which means until 
citation is issued to him, and opportunity 
to be heard afforded.” Nor may one’s 
interest in a specific thing be concluded 
in his absence. To hold otherwise is a 
denial of due process. Yet often it is 
vitally essential that a decree be had 
effectively binding the interests of all 
persons concerned in a fund or in specific 
property, but, because some of them are 
unknown, unascertained, or not yet in 
existence, process cannot be served upon 
them. Must proceedings be delayed, per- 
haps for a generation, until all persons 
having an interest can be brought before 
the court? Instances in which the dilem- 
ma is presented in its most aggravated 
form are proceedings to construe a will 
or trust instrument, where the meaning 
and validity of its provisions must be 
determined in order that action may be 
taken thereunder, but there are limita- 


tions of future interests to unborn per- 
sons. Again in the case of property in 
which future interests have been created 
in favor of unborn persons, to make the 
property useful to those having estates 
in possession, it may be necessary to 
order a partition or sale, with reinvest- 
ment of the proceeds, or provide for the 
execution of a mortgage to raise money 
required to improve the property or pre- 
vent deterioration. Nor are the individu- 
als interested the only ones concerned. 
Economic development, in which society 
has an interest, may be retarded if the 
creation of contingent and future in- 
terests has the effect of clothing title to 
property with such uncertainty that those 
having possessory estates cannot risk 
making improvements, and thus causing 
the property to lie idle until future 
interests vest, or, at least, until the 
owners of those interests become ascer- 
tained. The need for judicial action in 
such cases is imperative; can the court 
make a decree which will bind all in- 
terests, in the face of the principle that 
one cannot be concluded without his day 
in court? 

“The solution invented by the courts 
is the doctrine of virtual representation, 
whereby persons not parties, perhaps not 
even in existence, are held to be parties, 
or ‘virtually’ so, and are treated as 
parties to the extent that their interests 
are bound by proceedings taken in their 
absence. The doctrine of virtual repre- 
sentation is based upon the theory that 
there is some party before the court 
whose interests in the issue to be de- 
cided are so identical with, or so closely 
similar to, the interests of the absent 
person, that in protecting his own in- 
terests the representative party will 
bring forward such matter and take such 
action that, as a necessary by-product, 
the court will have before it an adequate 
presentation of the interests which the 
absent person has in common with him. 

“This type of representation is to be 
distinguished from that of infants by 
guardians ad litem and of beneficiaries 
by trustees. The guardian ad litem is the 
judicially created alter ego of his ward, 
whose sole and affirmative duty is to pro- 
tect the ward’s interests; the guardian 
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has no personal concern of his own in 
the proceeding. Where the trustee is held 
to represent the cestuis qui trust it is by 
virtue of his legal title, or of duties 
imposed by the terms of the trust in- 
strument; again, he has no concern in 
the proceeding in his personal capacity. 
Representation, then, by guardians ad 
litem and by trustees is based upon their 
affirmative duty to exert themselves 
directly in behalf of those whom they 
represent; while the doctrine of virtual 
representation indulges in no presump- 
tion that the ‘representative’ party will 
exert himself in behalf of the absent per- 
son, but rather that, willy-nilly, the self- 
interested activity of the person who is 
a party in his own right will redound to 
the benefit of others similarly situated.” 

The author proceeded to discuss the 
classes of representatives of unborn per- 
sons. Adverse interest in those who nor- 
mally would be qualified as representa- 
tives. A fair representation. When rep- 
resentation applicable, necessity and pro- 
cedual convenience. In his conclusion, 
Professor Roberts stated: 


“Where it is impossible to make parties 


all persons having possible interests, 
resort to the doctrine of virtual repre- 
sentation is a necessity if action is to 
be taken binding upon all interests, and 
its employment is justified in the social 
desirability of permitting freer use by 
the present generation of property in 
which future interests have been creat- 
ed. Protection of the interests of absent 
persons in such cases rests upon a mere 
probability, however, and the courts may 
well go slow in applying the doctrine of 
virtual representation in cases where it 
is possible to make living owners parties. 
This, however, is a part of the broader 
problem of where to draw the line be- 
tween the desirability of affording every 
person in interest an opportunity per- 
sonally to defend his interests, and the 
greater procedural convenience in some 
instances of having one or some of a 
class having common interests conduct 
the litigation on behalf of all members 
of the class. That problem is not confined 
to cases in which future interests are 
involved, and detailed consideration of it 
lies outside the province of this paper. 


Likewise beyond the scope of this article 
is the very important matter of what cir- 
cumstances will move the court to grant 
or refuse the action prayed for; that is, 
whether the court will order a sale, mort- 
gage, partition, etc., of land in which 
future interests have been limited in 
favor of absent owners, and if it will, 
what factual showing is necessary. We 
have been here concerned solely with the 
application of the doctrine of virtual 
representation in determining who are 
necessary parties to such actions, if 
absent owners are to be bound, and with 
the question of what the representative 
party must do, if anything, in the con- 
duct of the litigation.” 

Fifty-one footnotes of citations, refer- 
ences and comments. 


Other Articles, Notes and Comments — 
on Legal Questions Read by Our 
Staff and Recommended to Those 
Interested. 
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Provability in Bankruptcy of Bank Stockholder’s Lia- 
bility to Assessment.—"*Yale Law Journal,’’ De- 
cember, 1935. Page 375. Fifteen footnotes. 

Taxation: Tax on Land Trust Certificates Measured 
by Income.—‘‘California Law Review,” January, 
1936. Page 200. Fifty-one footnotes. 

Taxation-Trusts-Power to Tax Interest of Beneficiary. 

—‘“The North Carolina Law Review,” December, 
1935. Page 106. Twenty-eight footnotes. 

The Rule in Shelley’s Case As Applied to Contingent 
Remainders.—“‘The University of Chicago Law 
Review,”’ December, 1935. Page 131. Fifty-four 
footnotes. 

Trusts-Principal and ‘tncome-Bonds-Amortization of 
Premiums and Accumulation of Discounts.—‘“‘Min- 
nesota Law Review,” January, 1936. Page 203. 
Twenty-eight footnotes. 

Trusts-Trustees-Validity and Effect of Exculpatory 
Clauses in Trust Instruments.—‘Minnesota Law 
Review,” Jaruary, 1936. Page 210. Seventeen 
footnotes. 
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copy price. These publications are NOT 
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American Bankruptcy Review, Inc., 11 West 42nd 
Street, New York, N. Y. 50c. 
The Bankers Magazine, The Bankers Publishing Com- 
pany, 465 Main Street, Cambridge, Mass. 50c. 
Caliiornia Law Review, University of California, 
Berkeley, Cal. 65c. 

Columbia Law Review, Kent Hall, Columbia Univer- 
sity, New York, N. Y. 70c. 

Harvard Law Review, The Harvard Law Review As- 
sociation, Gannett House, Cambridge, Mass. 75c. 

Illinois Law Review, Northwestern University Press, 
Chicago, Illinois. $3.50 yearly. 

Minnesota Law Review, Minneapolis, Minn. 60c. 

North Carolina Law Review, University of North 
Carolina Press, Chapel Hill, N. C. 80c. 

Public Utilities Fortnightly. Public Utilities Reports, 
Inc. Munsey Building, Washington, D. C. 75c. 
Southern California Law Review, 3660 University 

Avenue, Los Angeles, Cal. 85c. 


The Tax Magazine, Commerce Clearing House, Inc., 
205 W. Monroe Street, Chicago, Ill. 25c. 

The University of Chicago Law Review, The Univer- 
sity of Chicago Press, 5750 Ellis Ave., Chicago, 
Ill. 75e. 

University of Cincinnati 
Ohio. 60c. 

University of Pennsylvania Law Review, 34th and 
Chestnut Streets, Philadelphia, Pa. 75c. 

Yale Law Journal, 127 Wall Street, New Haven, 
Conn. 80c. 


Law Review, Cincinnati, 


New A. I. B. Chapter in California 


A new A. I. B. chapter has been organ- 
ized in San Bernardino, California, starting 
with a membership of 50 and offering two 
courses; negotiable instruments and analy- 
zing financial statements. 

J. A. Brewster, Security-First National 
Bank of Los Angeles, Redlands branch, 
Redlands, Cal., is president. 

South Carolina National Bank, Colum- 
bia, has retired in full its indebtedness to 
the R. F. C., amounting to $2,301,520. The 
bank was reopened in August, 1933, and 
according to Mr. B. M. Edwards, executive 
vice president, the institution has made net 
profits totaling $427,426 up to December 1, 
1935. 

The Continental Bank & Trust Company 
of New York City has announced the ap- 
pointment of Carleton Gibson, Jr., as assist- 
ant trust officer. Mr. Gibson, former secre- 
tary of the Servicing Corp. of New York, 
will engage in matters of mortgage certifi- 
cates and the reorganization of title com- 
pany certificated mortgages. 

Mark Willcox, formerly vice president of 
the Pennsylvania Company, Philadelphia, 
Pa., has been elected vice president of the 
Beneficial Saving Fund Society of the same 
city. 

The board of directors of the First Na- 
tional Bank, Paterson, N. J., have formally 
repudiated all proposals to merge the Pat- 
erson National Bank in accord with the 
stockholders’ protective committee report. 


Billionaires 


Two new names appear in the list of 
banks whose deposits are a billion dollars 
or over, at the end of 1935: Bank of Amer- 
ica N. T. & S. A., San Francisco, and Con- 
tinental-Illinois National Bank and Trust 
Company, Chicago. The banks belonging 
to the billion dollar group are: 

(in millions) 
Chase National, New York 
National City, New York 
Guaranty Trust, New York. 
Bank of America, San Francisco.... 1,155 
Continental Illinois, Chicago 
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ECTION 77 B of the Bankruptcy 

Act, effective June 7, 1934, created 
a statutory method of reorganizing cor- 
porations which will probably in the 
future almost wholly supersede the for- 
mer method of reorganization through 
an equity receivership and foreclosure 
sale. 

While 77 B has been found to be of 
great advantage in making possible re- 
organizations which probably could not 
have been accomplished under the old 
method, yet it can hardly be said that 
the new statutory proceedings under 
77 B are any simpler or more expeditious 
than the former procedure under an 
equity receivership. Where the purpose 
of the proceeding is to effect a feasible 
reorganization and give to conflicting in- 
terests a fair participation in the reor- 
ganized corporation, the procedure must 
necessarily be considerably more _ in- 
volved than where, as in the ordinary 
Bankruptcy case, the purpose is merely 
to realize on assets and distribute the 
proceeds in cash. 

Every 77 B case will present its own 
peculiar problems and will in large 
measure differ from every other 77 B 
case. It would be impossible to prepare a 
set of forms which would cover every 
case. But there are certain essential 
steps to be taken in each 77 B case, and, 
if these fundamentals are thoroughly 
understood, the additions and changes 
to fit the circumstances of each particu- 
lar case will present less difficulty. 

I propose to take a simple and uncon- 
tested 77 B case through from the begin- 
ning to the end, designating the various 
papers which I believe are required, and 
commenting briefly on what each paper 
should contain. The statements as to the 
essential contents of each document are 
partly derived from the statutory re- 
quirements, and partly developed from 
a study of similar cases. 


Petitions 

I. ORIGINAL PETITION.—The pro- 
ceeding under Section 77 B is com- 
menced by the filing of an original peti- 
tion, either by the Debtor or by three 
creditors. It may also be commenced by 
an answer by the Debtor to an involun- 
tary petition in bankruptcy, but in 
practice this will rarely occur. 

A. Debtor’s Petition.—The require- 
ments of a Debtor’s Petition are for the 
most part specified in the Act. It should 
contain these averments :— 


(1) The necessary jurisdictional facts. 
These include averments that the Debtor is 
within the class of corporations which may 
apply for relief under Section 77B, and that 
the District Court in which the petition is 
filed is one of the District Courts which under 
the Act have jurisdiction to entertain it. 

(2) The nature of the business of the 
Debtor. 

(3) A description of the assets, liabilities, 
capital stock, and financial condition of the 
Debtor. This statutory requirement is best 
complied with by inserting a general descrip- 
tion of its assets in the body of the petition 
and attaching as an exhibit the most recent 
balance sheet, which will show the liabilities, 
stock and financial condition. 

(4) Facts showing the need for relief. 
This will vary with each particular Debtor. 

(5) Insolvency or inability to meet debts 
as they mature. 

(6) The petition should conclude with 
prayers, in general language, sufficiently 
broad to form the basis for the entry of an 
order by the Court upon the petition. 

(7) To the petition should be annexed a 
copy of the resolution of the Board of Direc- 
tors of the Debtor authorizing the filing of 
the petition. 

B. Creditors’ Petition.—Although the 
Act does not so require, it would appear 
to be good practice to include in a Cred- 
itors’ petition, wherever the informa- 
tion is available, all of the averments 
which would appear in a Debtor’s peti- 
tion. The jurisdictional averments and 
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the averment of insolvency or inability 
to meet debts are essential. 

In addition to the averments required 
in a Debtor’s petition, however, the 
Creditors’ petition must contain the fol- 
lowing: 


(1) An averment of either a pending 
bankruptcy proceeding or equity receiver- 
ship, or an act of bankruptcy committed 
within four months. 

(2) Facts showing the petitioners’ right to 
file. They must have provable claims amount- 
ing in the aggregate (in excess of the value 
of any security held) to at least $1,000. 

(3) An averment that no petition or 
answer under 77B has been filed by the 
Debtor. 

(4) A statement that the petitioners pro- 
pose the Debtor shall effect a reorganization. 


Upon filing an original petition under 
77 B, counsel should have three addi- 
tional copies available, two in compliance 
with the requirements of General Orders 
in Bankruptcy No. LII, and one (in this 
district at least) to be forwarded to the 
Master who will be appointed by the 
Court. 

Il. ANSWER.—In the case of a Cred- 
itors’ petition, the proceeding is not 
ready for action by the Court until an 
answer has been filed by the Debtor. If 
the Debtor is prepared to acquiesce in 
the prayers of the Creditors’ petition, 
the answer need only admit the aver- 
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ments of the petition, in general terms, 
and join in the prayers thereof. To the 
answer should be annexed a copy of 
resolutions of the Board of Directors of 
the Debtor authorizing its filing. 


III. ORDER APPROVING PETI- 
TON.—Upon the filing of the Debtor’s 
petition, or the Creditors’ petition and 
the Debtor’s answer, assuming the 
Court finds the petition to have been 
filed in good faith, an order will be en- 
tered approving the filing of the peti- 
tion. 

This order should contain a finding 
that the original petition complies with 
Section 77 B, and that it has been filed 
in good faith. It should then state that 
the original petition is approved as 
properly filed under Section 77 B, that 
the Court assumes exclusive jurisdiction 
over the Debtor and its property, wher- 
ever located, and that the Court either 
continues the Debtor in possession or 
appoints temporary Trustees. If Trus- 
tees are appointed, their bond must be 
fixed. 

In most instances the Debtor in pos- 
session or the Trustees (if Trustees be 
appointed) will be authorized to continue 
the business of the Debtor. In such 
case the order should authorize the 
Debtor or its Trustees, as the case may 
be, to continue in possession or take pos- 
session of all the property and assets of 
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the Debtor, to manage and operate its 
business, to preserve and protect its 
property and assets, to employ agents 


and employees as may be necessary, to . 


pay all expenses incurred in the con- 
tinued operation of the business, includ- 
ing wages and purchase of materials and 
supplies, to sell the product of the 
Debtor for cash or on credit, to insti- 
tute, defend or intervene in any legal 
proceedings, and to exercise all the 
powers of a Trustee in bankruptcy or of 
a receiver in equity. In general, the or- 
der should contain a specific grant of all 
powers deemed necessary for the proper 
carrying on of the business. 

Neither the Debtor in possession nor 
its Trustees will have the power to pay, 
without Court authority, any claims aris- 
ing prior to the date of the approval of 
the petition. In many instances, it will 
be obvious from the beginning that the 
ultimate Plan of Reorganization will 
not affect certain classes of creditors, as 
for example merchandise creditors, wage 
claimants, etc. Where this is the case, 
the matter should be specifically brought 
to the attention of the Court, and such 
appropriate provisions as are deemed 
necessary and as are approved by the 
Court, for the payment of existing 
claims, should be inserted in the order. 
Since this will in effect result in a pref- 
erence to the claims so allowed to be 
paid, a provision of this character should 
only be used in cases where it is clearly 
evident that the payment of such claims 
is essential to maintain the credit and 
good will of the business, and where the 
Court is reasonably satisfied that the 
other creditors will approve a Plan of 
Reorganization providing for the pay- 
ment in full of such claims. 

It is customary to provide in this or- 
der for the payment of existing and un- 
paid taxes, wage claims, and public 
service company charges. It will usually 
be found advisable to provide in addi- 
tion for the payment of the cost of main- 
taining the corporate existence of the 
Debtor, the registration and transfer of 
its securities, the current charges of the 
Trustees under any indentures or mort- 
gages under which its securities are is- 
sued, and the cost of printing and dis- 
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tributing any relevant documents for use 
under 77 B. 

In case the Debtor is retained in pos- 
session, the order should provide for the 
closing of its books of account as of the 
beginning of business on the day the or- 
der is entered, and the opening of new 
books of account. 


Court Relations 


After the approval of the petition, all 
operations of the Debtor in possession or 
its Trustees are under the supervision 
and control of the Court. So that the 
Court may be adequately informed as to 
the progress of the business, the order 
should require the filing of a statement 
of assets and liabilities as of the date of 
entry of the order, and thereafter a simi- 
lar monthly or quarterly statement of 
assets and liabilities and a summary of 
accrued income and expenses and cash 
receipts and disbursements. 

While the Act reserves the right in 
the Court to direct the rejection of ex- 
ecutory contracts or leases, it is good 
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practice to insert in the order a specific 
reservation of this right in the court 
and to state that the continued opera- 
tion by the Debtor or Trustees under any 
such contracts or leases will be without 
prejudice to the right thereafter to re- 
ject the same. 

To prevent the operation of the busi- 
ness from being hampered by suits and 
attachments, the order should contain an 
injunction against the commencement or 
continuation of suits, as is permitted by 
clause (10) of subdivision (c) of 77 B. 

The Act provides that if the Debtor 
is retained in possession, its officers shall 
be entitled to receive only such reason- 
able compensation as the Court shall ap- 
prove. Unless a separate order is taken 
with respect to compensation, the order 
approving the petition should approve the 
compensation to be paid to the officers 
of the Debtor. 

The order must fix a date, within 30 
days, for a hearing to determine whether 
or not to continue the Debtor perma- 
nently in possession or to remove any 
temporary Trustees who may have been 
appointed. Notice of this hearing must 
be published at least once a week for 
two successive weeks. The order must 
fix the date for this hearing, and specify 
the notice to be given. It is good prac- 
tice to insert in the order the form of 
notice. 

The order should contain a _ reserva- 
tion by the Court of the right to vacate 
or modify the order. 

If receivers have been in possession of 
the property of the Debtor prior to the 
approval of the petition, the order should 
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contain provisions for the protection of 
obligations incurred by such receivers 
and for the payment of administration 
expenses and allowances in the prior pro- 
ceeding as fixed by the Court appointing 
such receiver. 

In this district, in addition to the mat- 
ters above mentioned, the Court has de- 
termined that except in an unusual case 
the proceeding will be immediately re- 
ferred to one of the referees in bank- 
ruptcy to act as special master, and a 
provision for such reference should be 
inserted in the order. 

IV. ORDER MAKING PERMANENT 
THE APPOINTMENT OF TRUSTEES 
OR RETENTION OF THE DEBTOR 
IN POSSESSION.—This order should be 
entered by the Court at or following the 
hearing provided for in the order ap- 
proving the petition. It should recite the 
original ex parte action by the Court 
and the notice given of the hearing, and 
should then make permanent the appoint- 
ment of Trustees or the retention of the 
Debtor in possession, as the case may be, 
in either case with all the powers as 
specified in the original order. 

V. PETITION FOR ORDER FOR 
FILING OF CLAIMS AND INTER- 
ESTS.—Before final action can be taken 
by the Court upon any plan, the 
amounts and classification of claims 
against the Debtor and interests of its 
stockholders must be determined. The 
Act requires that the Court fix a date 
within which claims of creditors and in- 
terests of stockholders must be filed, and 
the manner in which they shall be filed 
and allowed. It is customary to bring the 
matter before the Court by petition. 

Much unnecessary confusion can be 
avoided if the claims required to be 
proved are limited to those which may 
reasonably be expected to be affected by 
the Plan of Reorganization. No purpose 
will be served by requiring the proof of 
claims which remain unchanged by the 
reorganization. 

If the Debtor has outstanding any 
negotiable bonds or notes, issued under 
an indenture of which there is a Trus- 
tee, it is important that the petition 
should so state, so as to make possible 
the insertion in the order of a clause 
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permitting a proof of claim on such se- 
curities by the Trustee. Unless a con- 
troversy should later arise as to the own- 
ership of specific securities, the single 
proof of claim by the Trustee will be ade- 
quate for all purposes of the case. When 
the new securities are issued in reor- 
ganization, the possession and surrender 
of old securities will constitute adequate 
proot of ownership. 

If insolvency is to be relied upon as 
justifying the exclusion of stockholders 
from participation in the reorganization, 
the Court in this petition should be re- 
quested to so find. 


VI. ORDER FIXING TIME AND 
MANNER FOR PROOF OF CLAIMS 
AND INTERESTS.—This order should 
contain the following provisions: 

(1) Fixing the time and place for the fil- 
ing of claims. Some courts have required 
claims to be filed with the Debtor, or with 
its Trustees if Trustees have been appointed, 
but the established practice in this district is 
to appoint a Special Master and to have the 
claims filed with him. 

(2) Designating the classes of claims 
which must be filed, unless all claims are to 
be filed. 

(3) Designating the manner in which 
claims are:to be filed. This will generally be 
in accordance with Section 57 of the Bank- 
ruptcy Act, unless there are special circum- 
stances requiring a different method. 

(4) Permitting the Trustee of any inden- 
ture to file a proof of claim on behalf of all 
securities issued and outstanding under such 
indenture, such claim to be reduced by the 
amount of the allowed claims, if any, filed by 
individual security holders, and reserving to 
the Court the right to determine any con- 
troversy as to the ownership of any particu- 
lar securities. 

(5) Directing the Debtor to file a list of 
the names and addresses of all its stock- 
holders, with the amount of shares held by 
each, the same to be considered as a proof of 
interest on behalf of all stockholders, and 
reserving the right to determine any contro- 
versy with respect to the ownership of any 
shares. 

(6) If a Special Master is appointed, re- 
ferring to him the question of the allowance 
and classification of all claims of creditors 
and interests of stockholders, and the ques- 
tion of insolvency (if that be requested by 
the petition), with directions to hold hear- 
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ings and make his recommendations to the 
Court. 

(7) Providing that all claims filed shall be 
allowed unless objected to. 

(8) Directing the procedure to be followed 
before the Special Master, including the 
amount, form, and nature of notice to be 
given of the entry of this order and of all 
hearings before the Master, and provisions 
for filing exceptions to the Master’s report 
and notice by the Master that his report has 
been filed with the Court. 

(9) If the proceeding is not referred to a 
Special Master, the order should indicate the 
notice to be given of the entry of the order, 
and of any hearings to be held before the 
Court upon claims or insolvency. 


VII. ORDER ALLOWING AND 
CLASSIFYING CLAIMS.—After the fil- 
ing of the Master’s report and the dis- 
posal of exceptions if any filed thereto 
(or after the hearing before the Court, 
if no Master be appointed) the next step 
is the entry of an order by the Court al- 
lowing and classifying claims. 

This order should specify with particu- 
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larity the claims which are allowed, the 
classification thereof, and the number 
and amount of allowed claims in each 
class. 

If the insolvency of the Debtor has 
been in issue, the order should contain 
a determination by the Court of solvency 
or insolvency. 


VIII. PLAN OF REORGANIZA- 
TION.—The substantive provisions of a 
Plan of Reorganization are beyond the 
scope of this paper. There will be as 
many kinds of Plans as there are kinds 
or reorganizations. In so far as the form 
goes, however, a carefully prepared Plan 
should contain the following: 


(1) A statement of the existing capital- 
ization and debt structure of the Debtor. 

(2) A statement of the assets to be 
acquired by the new company under the Plan 
and the amount of each class of new securi- 
ties and obligations to be issued by it; or, if 
the reorganization is to be accomplished by 
recapitalization of the Debtor, a statement 
of the obligations and securities to be out- 
standing or issued upon completion of the 
reorganization. 

(3) A statement in reasonable detail as to 
the terms and provisions of all new securities 
and the rights of the holders thereof. 

(4) A statement of the basis upon which 
the new securities will be distributed among 
creditors and stockholders of the Debtor. 

(5) The terms of any underwriting in 
connection with the Plan. 

(6) A statement of the claims not af- 
fected by the Plan and claims to be paid 
in cash. 

(7) A statement as to how the expenses 
or reorganization are to be paid. The Plan 
will usually provide that all expenses and 
compensation for services shall be subject 
to the approval of the Court and shall be 





paid by the new or reorganized company 
upon consummation of the Plan. 

(8) A statement of the means by which 
the Plan shall be executed. 

(9) A statement of the conditions of 
consummation of Plan. Usually the condi- 
tions of consummation will be that the 
Plan shall be accepted by not less than two- 
thirds of each class of creditors affected 
thereby and by a majority of each class of 
stockholders, unless the Court determines 
the Debtor to be insolvent. This eliminates 
the necessity for making provision for 
non-assenting security holders. 

It will be found of great convenience 
if the Plan contains a tabulation show- 
ing in summary form the amount and 
classification of the various creditors and 
stockholders dealt with, and the amount 
of new securities in the aggregate issu- 
able to each such class. 

If there is to be a Reorganization 
Committee, provisions should be made 
for this in the Plan, with the powers of 
the Committee defined. 


IX. ACCEPTANCES OF PLAN.— 
The Act requires that before the Plan 
can be confirmed by the Court it must 
be accepted by two-thirds in amount of 
each class of creditors and, unless the 
corporation is insolvent, by a majority 
in amount of each class of stockholders. 
In exceptional instances, as specified in 
the Act, the acceptances may be dis- 
pensed with, but in the great majority 
of cases the Plan will be confirmed on the 
basis of acceptances, rather than under 
the exceptional provisions of the Act. 

The acceptances must be in writing, 
and signed by the creditor or stockhold- 
er, or by someone authorized to act on 
his behalf. If the acceptance is executed 
by a Committee or agent, its authority 
should be shown. 

Each acceptance should state that the 
claims or shares of stock in respect of 
which it is filed have not been purchased 
or transferred after the commencement 
or in contemplation of the 77 B pro- 
ceeding, or the circumstances of any 


. such purchase or transfer. 


If the Debtor is a public utility, the 
Plan must also be approved by the ap- 
propriate state commission, unless the 
commission certifies that the public in- 
terest is not affected by it. 
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X. PETITION FOR HEARING FOR 
PROPOSAL OF PLAN AND FOR CON- 
FIRMATION OF PLAN.—The Act pro- 
vides that a Plan of Reorganization 
which has been approved by 25 per cent 
of any class of creditors or 10 per cent 
of any class of stockholders may be pro- 
posed by any creditor or stockholder, al- 
though a Plan may be proposed by the 
Debtor itself without such prior approv- 
al; but in any case the proposal of any 
Plan must be made at a hearing of which 
due notice must be given. 

Accordingly, when the Plan has been 
completed and sufficient acceptances ob- 
tained, a petition should be filed with 
the Court, annexing a copy of the Plan 
and stating that it has been approved 
by the percentage of creditors or stock- 
holders necessary to propose it, or that 
it is being proposed by the Debtor, ask- 
ing for a hearing at which it may be pro- 
posed, and praying for confirmation of 
the Plan after the hearing. 

This petition in substance constitutes 
the pleading by the proponents of the 
Plan, and it should therefore state suc- 
cinctly such facts as are necessary to 
show that the Plan conforms to the re- 
quirements of Section 77 B, and that the 
conditions requisite for confirmation by 
the Court have been or will be complied 
with. 

In many cases it will be possible to file 
the petition for a hearing for the pro- 
posal of the Plan contemporaneously 
with the filing of the petition for an 
order re filing of claims, or to combine 
the two petitions into one. Where this 
can be done it will result in a substan- 
tial saving of time, although it will not 
be possible where there is a substantial 
dispute as to the amount or classification 
of claims and such dispute must be 
finally determined before the merits of a 
Plan can be considered. While it may be 
argued that creditors or stockholders 
may not propose a Plan until the status 
of the creditors or stockholders who 
have approved the Plan has been judi- 
cially determined, yet no reason is per- 
ceived why the allowance of claims and 
proposal of the Plan should not be con- 
sidered at the same hearing. If at this 
hearing it developed that the Plan had 
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not been approved by the requisite num- 
ber of stockholders or creditors, the 
Court or the Master could refuse to con- 
sider it. 

Cases often arise in which the pro- 
ponents of a Plan find it necessary to 
obtain from the Court a favorable de- 
cision upon the fairness of the Plan be- 
fore the number of acceptances required 
for final confirmation can be obtained 
from creditors and stockholders. Where 
this is desired, the petition should be 
modified to contain prayers for determi- 
nation that the Plan is fair, feasible, 
and non-discriminatory, and for pre- 
liminary approval by the Court, rath- 
er than for final confirmation. After 
the acceptances have been obtained, a 
second petition will be required, and a 
second hearing must be held prior to 
final confirmation. Since the principal 
controversy will always be with respect 
to the fairness and feasibility of the 
Plan, the second hearing will usually be 
merely formal. 
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XI. ORDER FOR HEARING ON 
PLAN.—On the filing of the above men- 
tioned petition, the court should enter 
an order fixing a date for hearing and 
prescribing the form and amount of 
notice and the manner in which it is to 
be given to the creditors and stockhold- 


ers. 

This order, pursuant to subsection (e) 
(1) of 77B, should determine the manner 
in which should be verified the state- 
ment of executory contracts and trans- 


ferred claims which this subsection re- 
quires to be filed. 

In those jurisdictions (including this 
district) in which all Plans are first re- 
ferred to a Master, the order will refer 
the matter to a named Master, to hold 
the required hearing thereon and to re- 
port to the Court. The order should con- 
tain directions as to the procedure before 
the Master, similar to those contained in 
the order with respect to the filing of 
claims. 

Where the petition for a hearing for 
the proposal of a Plan is combined with 
the petition for an order relative to the 
filing of claims, or where both petitions 
are filed simultaneously, a single order, 
providing for one hearing on both mat- 
ters, may be entered. 


XII. ORDER CONFIRMING PLAN. 
—After the hearing before the Court, or, 
if the matter is referred to a Master, 
after the filing of the Master’s report on 
the Plan, an order confirming the Plan 
should be entered by the Court. This 
order should recite the filing of the Plan, 
the hearing held thereon after due notice, 
and the proposal of the Plan as required 


by Section 77 B; and it should state that 
the Court is satisfied that the seven con- 
ditions for confirmation prescribed in 
subsection (f) of Section 77 B have been 
complied with. 

The order should then finally confirm 
the Plan and direct generally the Debtor 
and other parties in interest to take all 
action necessary to put it into effect, sub- 
ject to the supervision and control of the 
Court and to such orders and directions 
as the Court may from time to time 
enter. 

The order should also direct the Debtor 
or the Reorganization Committee to re- 
port to the Court specifically as to all 
action contemplated to be taken to put 
the Plan into effect, and should reserve 
to the Court the right to enter such fur- 
ther orders and decrees as may be re- 
quired. 


XIII. REPORT ON MEANS OF PUT- 
TING PLAN INTO EFFECT.—The 
Act provides that on final confirmation 
of the Plan the Debtor and others shall 
have power to put it into effect, but this 
must be done “under and subject to the 
supervision and control of the Judge.” 
To insure compliance with this provision 
of the Act, the proper procedure appears 
to be to work out in detail each of the 
steps required to put the Plan into effect, 
and to complete drafts of all instruments 
which will be required in this connection, 
such as new mortgages, bonds, notes, 
stock certificates, deeds, releases, etc. 

A report should then be made to the 
Court, indicating each step proposed to 
be taken, and containing as an exhibit a 
draft of each instrument proposed to be 
executed or used in connection with the 
Plan. The number of steps to be taken 
and the number of instruments required 
will of course vary in every case, accord- 
ing to the provisions of each Plan. 

In this district, in the absence of objec- 
tions, it is not customary to refer this 
report to a Master. 


XIV. ORDER PUTTING PLAN INTO 
EFFECT.—After the filing of this re- 
port, the Court should enter an order 
approving it, putting the Plan into effect 
in accordance with the recommendations 
there contained, and containing specific 
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directions to each party in interest with 
respect to the action to be taken by it. 

Where Trustees have been appointed, 
this order should direct them to surren- 
der possession to the Debtor (or to who- 
ever under the Plan is entitled thereto) 
of all property in their possession or un- 
der their control, and to file their final 
account as promptly as possible. 

Although probably not necessary, a 
clause is often inserted in this order 
providing, in accordance with the provi- 
sions of subdivisions (f) and (h) of 77 
B, that no Federal Stamp Tax shall be 
payable in connection with the Plan and 
that securities issued under the Plan are 
exempt from the provisions of the Fed- 
eral Securities Act of 1933. 

The order should contain appropriate 
provisions providing for the assumption 
and payment of all obligations incurred 
by the Debtor after the approval of the 
original petition, or incurred by the 
Trustees if such have been appointed. 

The order should reserve jurisdiction 
over the Debtor and all its properties 
until final consummation of the reorgan- 
ization, and should provide that no com- 
pensation for services or reimbursement 
of expenses incurred in connection with 
the Plan should be paid except after ap- 
proval by the Court. It should also re- 
quire that after the consummation of the 
reorganization in accordance with the 
order a report so showing should be filed 
with the Court. 

Although there is no statutory require- 
ment to that effect, it is believed that this 
order should only be entered after a hear- 
ing, on such notice as the Court may 
direct, to all creditors and stockholders, 
thus giving an opportunity to all to be 
heard in advance of the execution or de- 
livery of any of the instruments. 

It is therefore suggested that on the 
filing of the report as to the means to be 
taken to put the Plan into effect, an order 
be entered fixing a date for a hearing 
thereon and directing the notice to be 
given. At such hearing, in the absence of 
objection, the order putting the Plan 
into’ effect may be entered by the Court. 

XV. REPORT OF CONSUMMATION 
OF PLAN.—Following the entry of the 
order putting the Plan into effect, the 
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various steps therein required should be 
taken, and when all these matters have 
been accomplished, a report should be 
filed, showing that the reorganization 
has been completed and that all the direc- 
tions of the Court have been carried out. 

XVI. TRUSTEES’ ACCOUNT. — If 
Trustees have been appointed, their final - 
account should be filed as soon as pos- 
sible after they have relinquished pos- 
session of the property under the order 
putting the Plan into effect. This account 
will be in the usual form for receivers 
or trustees. 

Where the Debtor has been retained in 
possession, it is not generally customary 
to require the filing of an account, as 
there is no bond to be discharged. 

XVII. ORDER RE FILING OF 
CLAIMS FOR FEES AND ALLOW- 
ANCES, APPROVAL OF TRUSTEES’ 
ACCOUNT, AND FINAL DECREE.— 
The Act provides that no payments may 
be made for fees or expenses unless ap- 
proved by the Court. While in some cases 
the Courts have allowed fees at the time 
of confirmation of the Plan, it seems in- 
appropriate to make allowances for fees 
and expenses in advance of the comple- 
tion of the proceedings, particularly since 
the work involved after confirmation of 
the Plan is quite substantial, and may be 
materially increased if appeals should be 
taken. The better practice would appear 
to be to postpone allowances for fees and 
expenses until the conclusion of the pro- 
ceedings. 

After the Trustees’ account and the 
report of consummation of the Plan have 
been filed, the Court should enter an 
order fixing a date within which ll 
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claims for fees and allowances should 
be filed. This order should also fix a 
later date for a hearing upon the claims 
for fees and allowances, upon the Trus- 
tees’ final account, and for the entry of 
a final decree. 

Where no objection is made to the 
Trustees’ account, there would appear to 
be no necessity for a reference of it to 
the Master. If, however, the Court should 
desire a reference, appropriate provisions 
to this effect should be inserted in the 
order. If there is such a reference, the 
hearing for the final decree will have to 
be postponed until the Master’s report is 
filed. 

This order should contain the usual 
provisions with respect to notice of the 
date before which claims for fees and 
allowances must be filed and of the date 
fixed for the hearing, and should pre- 
scribe the form of notice. 


XVIII. PETITION FOR FEES AND 
ALLOWANCES.—Within the time fixed 
for the purpose, each person claiming to 
be entitled to compensation for services 
rendered or expenses incurred in connec- 
tion with the reorganization should file 
with the Court a petition showing his 
connection with the reorganization, a 
statement in detail of the services per- 
formed, and an itemized list of expenses 
incurred and the amount requested to be 
allowed. The statement of services should 
be in sufficient detail to enable the Court 


to pass upon the propriety of the amount. 


requested, and the statement of expenses 
should be itemized to show the amount, 
date, and purpose of each expenditure. 


Each claimant should be prepared to 
testify at the hearing in support of his 
petition. 


XIX. ORDER ON FEES AND AL- 
LOWANCES.—Following the hearing, 
the Court will be prepared to enter its 
order allowing fees and expenses. 

This order should show that it is made 
after a hearing and notice to creditors 
and stockholders. It should then specify 
the amounts allowed for fees and ex- 
penses to each of the persons who have 
filed petitions therefor, and should con- 
tain a direction to the new or reorgan- 
ized company to pay the same. 

It will be found in almost every case 
that the final expenses in connection with 
the reorganization cannot be determined 
prior to the time the petitions for allow- 
ances are filed. To obviate the necessity 
for later petitions (which would in each 
case require a new hearing on notice), 
this order should also contain a permis- 
sion to the new or reorganized company 
to pay any additional expenses or dis- 
bursements by any party in interest, up 
to a fixed maximum amount, or as may 
be approved by its Board of Directors. 
Jurisdiction should be reserved to the 
Court to determine any controversy with 
respect to such additional payments. 


XX. FINAL DECREE.—The final de- 
cree can be entered at the same time as 
the order allowing fees and expenses. 
immediately following the hearing fixed 
for the purpose. 

This decree should recite the confir- 
mation of the Plan by the Court, the 
consummation of the Plan under the 
supervision of the Court, and the filing 
of the Trustees’ final account (if Trustees 
have been appointed). It should contain 
a finding that all action in the proceed- 
ing has been duly and properly taken in 
accordance with the requirements of 77B, 
and that due notice has been given of all 
matters in respect of which notice is 
required by statute, namely the perma- 
nent appointment of Trustees or per- 
manent appointment retention of the 
Debtor in possession, the determination 
of the time within which claims and in- 
terests of creditors and _ stockholders 
might be filed and the manner of filing, 
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the hearing for the proposal and consid- 
eration of the Plan, the hearing for the 
allowance of fees and expenses, and the 
hearing for the entry of the final decree. 

The decree should then contain these 
substantive provisions: 


(1) Confirming the accounts of the Trus- 
tees (if such were appointed) and discharg- 
ing the Trustees and the surety upon their 
bond. 


(2) Decreeing that the Plan and all 
orders of the Court are binding upon the 
Debtor and all of its creditors and stock- 
holders. 


(3) Directing that the new or reorgan- 
ized company shall issue and deliver its 
securities to all creditors and stockholders 
of the Debtor dealt with under the Plan 
who have not already received them, as 
provided in the order putting the Plan into 
effect; and providing that the sole and ex- 
clusive rights of such creditors and stock- 
holders shall be to receive the new securi- 
ties. 

(4) Terminating all rights and interest 
of all stockholders of the Debtor (unless the 
Plan has provided for the continuance of 
such interests), and discharging all claims 
and demands against the Debtor except 
those, if any, which are to be assumed by 
the new or reorganized company under the 
Plan. If any obligations from which the 
Debtor is discharged consist of bonds or 
notes issued under an Indenture of which 
there is a Trustee, the Trustee should be 
released and discharged from all obliga- 
tion under the Indenture, should be directed 
to cancel and satisfy the Indenture, and 
should be instructed as to the disposition of 
any insurance policies or collateral secrities 
held by it. 


(5) Directing that all property and assets 
transferred to the new company shall be 
held by it free and clear of all claims of 
the Debtor and its stockholders and cred- 
itors; or, if such property and assets be re- 
tained by the Debtor, directing that the 
same shall be held by it free and clear of 
all claims of creditors and interests of stock- 
holders discharged or terminated by the 
Decree. 

(6) Enjoining all creditors and _ stock- 
holders of the Debtor from asserting or 
attempting to assert any liability against 
the Debtor or the new compdny upon any 
debt, claim, or interest, discharged or ter- 
minated by the final decree. 


(7) Reserving for future determination 
by the Court all questions as to the extent 
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of any indebtedness of the Debtor or of 
Trustees of the Debtor which is to be 
assumed by the new or reorganized com- 
pany, all questions relating to rights and 
obligations under the final decree or any 
other order entered in the proceeding and 
all questions relating to the construction, 
meaning, effect or application of the final 
decree. 

(8) Permitting any person claiming to be 
entitled to any payment from the new or 
reorganized company under the final decree 
or any prior order to file in this proceed- 
ing a petition for the determination of his 
rights, and reserving and retaining ex- 
clusive jurisdiction over the new or reor- 
ganized company for the purposes of any 
such determination. 

(9) Subject to such reservation of juris- 
diction, terminating and finally closing the 
proceeding. 


“Thinking is the work of digging to the 
foundation and has the aid of higher lights. 
Thinking calls for facts, and facts are found 
by digging.”—Henry Ford. 





Books and Brochures Reviewed 


Winslow’s Minimizing Death Taxes 1935- 

1936 Edition— 

By C. MORTON WINSLOW, C.P.A., in associa- 

tion with WILLARD L. MUNRO. Published 1935 

by Commerce Clearing House, Inc., Chicago. 116 

pages, Price $1.00. 

This booklet, like its predecessor, is de- 
signed to aid the investor and his consult- 
ants in making a study of the exemptions 
and alternatives of taxation under inheri- 
tance, estate, and gift tax statutes. It pre- 
sents the prospective shrinkage of capital 
by such taxes and gives yardsticks for 
gauging the respective merits of proposed 
methods of alleviation. 

Its sixteen chapters discuss :—Inheritance 
and Estate Tax Problems—Estate Shrink- 
age and Expectancy of Life—Cost of Doing 
Nothing—Conservation More Difficult than 
Accumulation—Life Insurance—Accumu- 
lating Income to Offset Shrinkage—Gifts 
and Gift Taxes—Deferred-use Gifts—In- 
tra-family Annuities—Setting Aside Read- 
ily Marketable Securities—Bequests to In- 
dividuals, Charities—Cost of Property Ac- 
cumulations, and other pertinent topics. 
Replete with charts, graphs and tables of 
helpful data. 


Federal Taxes on Estates, Trusts and 


Gifts 1935-1936— 


By ROBERT H. MONTGOMERY, C.P.A., and 

Roswell Magill, Professor of Law at Columbia 

University ; member of the New York Bar. Pub- 

lished December, 1935, by The Ronald Press Com- 

pany, New York. 460 pages: $5.00. 

It is an unfortunate product of modern 
specialization that one man is rarely able 
to present or evaluate all the effects—legal, 
social and economic—of a single important 
law. Yet as tax practitioners we are con- 
stantly aware of the impact of our tax 
laws, with their increasing rates, upon the 
social and business life of the times. To 
cite an obvious example, the revocable 
trust, which long antedated our recent tax 
laws, and which possessed much social 
utility, is now so severely penalized that, 
ordinarily, other methods of disposition, less 
satisfactory and less desirable socially, 
must be substituted for it. The study of the 
social and economic effects of particular 
forms and rates of taxation, which logically 


ought to precede their imposition, has in 
practice lagged far behind the Treasury’s 
demands for additional revenue. The Treas- 
ury may not kill the goose that lays the 
golden egg, but it is certainly giving it a 
good run across the country. Thus stated 
the authors in an excerpt from their com- 
ments in presenting this work. 

In the production of this work Roswell 
Magill, who collaborated with Mr. Mont- 
gomery, was also assistant to the Secretary 
of the Treasury in 1933-1934. 

Part I is devoted to The Income Tax on 
Estates and Trusts and consists of the fol- 
lowing four chapters: Income and Deduc- 
tions of the Fiduciary; Income and Deduc- 
tions of Beneficiaries; Employees’ Trusts, 
Revocable Trusts, and Trusts for Benefit 
of Grantor. 

Estate tax matters are discussed under 
the following six divisions in Part II: His- 
tory and Rate Structure; Gross Estates of 
Residents or Citizens; Valuation of Spe- 
cific Items Included in the Gross Estate; 
Deductions from Gross Estates of Resi- 
dents and Citizens; Estates of Non-resi- 
dent Alien Decedents; Administration of 
Estate Tax. 

The present Gift Tax Comments are pre- 
sented in two chapters entitled Computation 
of the Tax and Returns and Administra- 
tion. 

Appendices include Federal Estate Tax 
Law; Gift Tax Law; Proposed Inheritance 
Tax; Proposed Gift Tax on Donees; Com- 
mittee Reports, 74th Congress, First Ses- 
sion. 

Indexes are given to Articles of Regu- 
lations, Treasury Department Rulings, 
United States Board of Tax Appeals De- 
cisions, Court Cases, and General Index. 


Federal Income Tax Handbook 1935-1936— 


By ROBERT H. MONTGOMERY, C.P.A. of Ly- 
brand Ross Brothers and Montgomery; attorney, 
past president New York Society of Certified Pub- 
lic Accountants. Published December, 1935, by 
Renald Press Company, New York. 1056 pages: 
$10.00. 


Our federal income tax law is grossly 
unfair; it violates the fundamentals of 
scientific taxation; it taxes gross income 
and capital as well as net income; parts of 
it are unconstitutional; it is permeated with 
soak-the-rich stuff which is out of place 
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By Robert H. Montgomery, Counsellor-at-Law; Cer- 

tified Public Accountant; author, Federal Tax Hand- 

books 1932-36, etc.; and Roswell Magill, Professor of 

Law, Columbia University; Assistant to the Secretary 
of the Treasury in 1933-34 


OR executors, administrators, 
trust officers, attorneys, prop- 
erty owners and their beneficiaries. 
Covers application of estate, gift, 
and income taxes as they affect 
trusts and estates. 
Interprets the law, decisions, 
and official rulings into plain, 
understandable procedure and 
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in a tax law; it is harshly administered, 
stated the eminently qualified author in a 
part of his preface to this handbook which 
gives an expert analysis of the combined 
effect of the Revenue Act of 1934 and that 
of 1935. That is only one short paragraph 
taken from Mr. Montgomery’s seven page 
introduction to this interpretation to our 
present income tax law in which compila- 
tion he was assisted by his many legal and 
accounting associates. 

In a discussion of “Deduction For 
Losses,”’ Chapter 14, page 515, it is stated, 
“If a taxpayer sells securities to an ir- 
revocable trust of which his son is the sole 
beneficiary, will such a sale be considered 
an indirect sale to the son?” In the opinion 
of the author, the answer should be in the 
negative. Trusts and corporations are sepa- 
rate legal entities. 

There are 27 chapters, an exhaustive in- 
dex, and in the opinion of this reviewer 
who has carefully studied most of Mr. Mont- 
gomery’s previous 15 tax manuals, it is the 
most informative which he has published 
on income tax laws. 


Defaulted Municipal Bonds— 

By A. M. HILLHOUSE, Director of Research, 

Municipal Finance Officers’ Association of the 

United States and Canada, 850 East 58th Street, 

Chicago, and published by that Association Decem- 

ber 1935. 78 pages. 

A list of municipal defaulters for ap- 
proximately a hundred year period (1830- 
1930), classified according to states and 
types of taxing districts. Accompanying 
each defaulter are the citations from which 
a history of that default may be secured. 
The purpose of this classified list with 
citations is to present a key to past 
municipal debt troubles. Any failure to 
meet an interest or principal payment on 
time was treated as a default. 

Opposite each defaulter is the type of 
bond involved, followed by citations of the 
sources of information. 


The United States District Court for the 
Southern District of New York has desig- 
nated Manufacturers Trust Company as 
Reorganization Agent to effect the exchange 
of $920,000 in securities of the New York 
Athletic Club. 
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NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1935 
RESOURCES 
CasH AND DUE FROM BANKs ..... .. . . . $ 855,637,783.03 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . 2 cs as aw he se & 561,505,499.96 


STATE AND MUNICIPAL SECURITIES ...... . 99 894,190.76 
OTHER BONDs AND SECURITIES. . . ..... . 114,122,982.89 
Loans, DiscoOUNTsS AND BANKERS’ ACCEPTANCES . . 638,002 ,316.55 
ae 38,941,619.44 
SS 4,106,118.75 
Se ee ee a ee ee 2,550,792.62 
CusToMERS’ ACCEPTANCE LIABILITY. . .... . 18,674,105.81 
Ce be ee ek ee ae le 17,113,782.72 

$2,350,549 ,192.53 


LIABILITIES 





CaPITAL FUNDS: 
PREFERRED STOCK .. . . ._ .$ 50,000,000.00 
CoMMON Stock . .. . . ...  100,270,000.00 
SURPLUS... .... . . .  50,000,000.00 
UNDIvVIDED Profits. . . . . .  21,897,329.48 
«Ss 222,167,329.48 
RESERVE FOR CONTINGENCIES . . ...... . 18,739,690.12 
RESERVE FOR TAXES, INTEREST, ETC.. . . . .. . 951,157.42 
ES a mre 
ACCEPTANCES QUTSTANDING ........ . 20,518,919.58 


LIABILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN 
ee Be ce te nae! ae a MR we a de Se 7,771,008.57 


bee BR hss) —————— a  ae 7 5,279,996.68 
$2,350,549,192.53 








United States Government and other securities carried at $121,559,962.64 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Court Decisions 


Conservators—One Joint Depositor 
Held Not Entitled to Division of 
Amount Withdrawn by Conservator 
of Other Where Agreement Au- 
thorized Withdrawal of Entire 
Deposit. 

Illinois—Appellate Court, Third Division. 


In re Estate of Cook, 282 Ill. App. 412, decided 
November 20, 1935. 


Magdalena W. Cook established a bank 
account jointly with Annie Corr, who had 
been employed as companion and house- 
keeper and to whom Magdalena Cook was 
indebted. The two depositors signed an 
agreement with the bank to the effect that 
all deposits in the account and interest 
thereon might be paid to either of the de- 
positors, whether the other was living or 
not. 

The circumstances surrounding the crea- 
tion of the account and the intention that 
it be a joint account which either of the 
parties might use and draw upon was 
definitely established by the evidence. The 
pass book was kept in a desk to which both 
depositors had complete access at all times. 
Mrs. Cook was adjudged insane after the 
account was opened and her conservator 
received the pass book and caused the credit 
balance in the account to be transferred 
into its own name as conservator and a 
new pass book was issued to it. A petition 
was filed by Annie Corr praying that the 
conservator pay out of the estate of Mrs. 
Cook one half of the balance of the account. 

Held that the contract which permitted 
either party to draw all of the account was 
an entire one and was not divisible; that if 
the petitioner’s contention be sustained the 
court would be interjecting into the con- 
tract, by construction, a provision never in- 
tended by the parties, and that it was not 
for the court to pass upon the propriety of 
the contract but only to determine the ques- 
tion as it was presented. The petition, 
therefore, was not properly maintainable. 

(Author’s Note: It is interesting to note 
that the Court of Appeals of Ohio on or 
about March 4, 1935, in the case of Abrams 
vs. Nickel, et al., 198 N. E. 887, on a sim- 
ilar state of facts came to the opposite con- 
clusion and held substantially that upon the 
appointment of a guardian the ward ceases 
to have any authority over the account, could 


make neither withdrawals nor deposits; 
that the guardian could not become a joint 
owner of the account; that the guardian 
was entitled to whatever interest his ward 
possessed in the account, but he could not 
continue the joint arrangement; that the 
relationship of the original parties had 
been broken, and that the appointment of 
the guardian terminated the agreement. The 
court in that case, therefore, held that the 
case required the application of the princi- 
ples of equity, and in the absence of some 
extraordinary circumstances an equal divi- 
sion of the account was proper. Communi- 
cation with counsel for the petitioner indi- 
cates that no appeal will be made from the 
Appellate Court decision, and in view of the 
lack of authority on the point and of the 
Ohio case, the view of the Illinois Supreme 
Court on the question cannot be predicted 
at this time.) 


Corporations — Trust Indentures — 
Duty of Trustee to Follow Wishes 
of Bondholders. 


California—Appellate Court 

Pacific States S. & L. Co. v. Hollywood Knicker- 

bocker, Inc., 84 California Appellate Decisions 19, 

——————- California Appeals (2d) ——————, 

December 27, 1935. 

Following default under indenture secur- 
ing corporate bond issue plaintiff, owner of 
more than 25 per cent of bonds, made de-. 
mand on trustee that latter exercise power 
of sale under indenture, but at request of 
intervenors holding 36 per cent of bonds, 
trustee refused to do so. Plaintiff brought 
this action for foreclosure. Decree for de- 
fendant affirmed. Trust indenture con- 
tained provisions limiting rights of holders 
to institute suit for foreclosure, etc., unless 
holders of 25 per cent shall have made writ- 
the request on trustee, furnished it indem- 
nity and afforded reasonable opportunity to 
exercise its powers; also provision that if 
trustee on happening of event of default, is 
served with two or more requests each 
signed by holders of 25 per cent or more 
of bonds, requesting trustee to do different 
things, trustee shall follow direction con- 
tained in request signed by holders of larg- 
est amount. 

HELD: Trustee justified in acting on re- 
quest of 36 per cent in opposition to that of 
25 per cent of bondholders. 


108 





TRUST COMPANIES 


Executors and Administrators—Fail- 
ure to Sell Non-Legal Securities. 
New York—Supreme Court, Appellate Oivision— 
First Department. 

In the matter of the application for a compulsory 

accounting in the estate of Caroline W. Frame, 

deceased. 

In the matter of the judicial settlement of the 

intermediate account of proceedings of CEN- 

TRAL HANOVER BANK & TRUST COMPANY 

and MONTGOMERY WADDELL, as executors 

of the last will and testament of Caroline W. 

Frame, deceased. 

In the matter of the estate of Caroline W. 

Frame, deceased; application by MONTGOMERY 

WADDELL, as one of the executors of the last 

will and testament of said decedent, to have fixed 

and determined the compensation of Esselstyn & 

Haughwout, as attorneys, and Julius Henry 

Cohen, as special counsel, for the executors of 

said will. 

New York Law Journal, December 31, 1935. De- 

cided December 27, 1935. 

Decedent died on May 24, 1925, leaving 
her surviving a son and a daughter and five 
grandchildren. In her will she left $1,000 to 
each of her two children and five bequests 
of $50,000 each in trust for each of her five 
grandchildren, the income to be paid to each 
grandchild until reaching a prescribed age. 
Her residuary estate she gave to two per- 
sons, one of whom predeceased her, neither 
of whom was related to her and each of 
whom she named co-executor with Central 
Union Trust Company (now Central Han- 
over Bank & Trust Company). 

The probate of the will was contested by 
the son and daughter. On August 25, 1925, 
an agreement was entered into, pursuant to 
which the contest was withdrawn, which 
provided that one-half of the residuary es- 
tate should be divided between the son and 
the daughter and the other half should be 
paid to the surviving residuary legatee and 
executor named in the will. The will was 
admitted to probate on October 30, 1925, 
and letters testamentary were issued to the 
corporate executor and the surviving in- 
dividual executor. 

On May 6, 1926, the daughter instituted a 
proceeding in the Surrogates’ Court to set 
aside the agreement, pursuant to which ob- 
jections to the probate had been withdrawn, 
on the ground of fraud and misrepresenta- 
tion. Litigation on that proceeding termi- 
nated on March 15, 1932, with the denial by 
the Court of Appeals of an application for 
leave to appeal from a decree dismissing 
the daughter’s petition. All of the grand- 
children had attained the respective desig- 
nated ages prior to that time. 

By the terms of the will the executors 
were given no expressed power to retain 
securities owned by the testator and no 
power to distribute in kind. The executors 
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received certain non-legal securities which 
were retained by them until 1931 and 1932. 
The account presented in this proceeding 
showed a loss of $182,373.08, which repre- 
sented substantially the difference between 
the inventory value and the prices received 
by the executors upon the sale of the se- 
curities. 

The children of the testatrix objected, 
upon the accounting, to the retention by the 
executors of the non-legal securities and 
sought to surcharge the executors with the 
difference between the amount realized and 
the market value of the securities in 1929, 
which was considerably in excess of the orig- 
inal inventory value. The Surrogate dis- 
missed such objections on the ground that 
the pendency of the litigation concerning 
the settlement agreement justified the execu- 
tors in retaining the securities until the de- 
termination of that proceeding. 

The Appellate Division held that the pen- 
dency of the litigation involving the validity 
of the settlement agreement, pursuant to 
which objections to the probate had been . 
withdrawn, did not justify the executors in 
failing to discharge their duty to sell the 
non-legal securities within a reasonable time 
after their appointment. The following 


statement in the opinion is interesting in 


connection with what constitutes a reason- 
able time: 

“The authorities are uniform in holding that 
executors, unless expressly authorized to retain the 
same, should dispose of non-legal securities within 
a reasonable time, and that what constitutes a rea- 
sonable time will vary according to the circum- 
stances. Generally speaking, however, the maxi- 
mum is eighteen months and we hold that the 
executors in this estate should have liquidated 
within that period.” 

Although it would appear from the opin- 
ion that, at any time within the eighteen 
months after the executors qualified, they 
might have sold the securities for a sum in 
excess of the inventory value, the court sur- 
charged the executors only for the difference 
between the inventory value and the amount 
actually realized by the executors. 

Of more general interest to corporate 
fiduciaries in New York State than the prin- 
cipal holding of the case as outlined above 
is that involved in the dismissal of objec- 
tions to the purchase of certain parts or 
shares in bonds and mortgages on the 
ground that notice was not properly given 
to the persons entitled to receive the in- 
come as required by subdivision 7 of Sec- 
tion 188 of the Banking Law. Notice had 
been given by the Central Hanover Bank & 
Trust Company (the holder of the bonds 
and mortgages and the corporate executor) 
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only to its individual co-executor. The ob- 
jectants urged that the executors should 
have given notice to the beneficiaries of the 
estate. The Appellate Division held that un- 
til the estate was distributed the executors 
were the only persons entitled to receive 
the income and that, therefore, notice to 
them was sufficient compliance with the re- 
quirements of the statute. 


(Reported by David Kelly of Mitchell, Taylor, 
Capron & Marsh; New York City.) 


Guardian and Ward Trusts—Effect of 
Surrender by Fiduciary of Partial 
Control Over Trust Assets—Term 
Deposit As Investment. 

California—Appellate Court 


Estate on Ounjuian, 90 California Decisions 462, 
California (2d) . Novem- 


ber 29, 1935. 


Where veteran’s guardian pending invest- 
ment deposited funds in term account over 
which guardian’s bondsman had joint con- 
trol and bank subsequently failed. 

HELD: (1) Deposit not investment of 
estate funds requiring court approval but 
temporary deposit for safekeeping only; 

(2) Giving joint control over funds to 
bonding company lawful under Stat. 1915, 
page 1438, 3 Deering’s General Laws, 1931, 
Act 8317, which changes rule laid down in 
Estate of Wood, 159 Cal. 466, which held 
guardian liable where bank deposit was 
made subject to joint control of guardian 
and his bondsman. 


Note: Record discloses fact not mentioned 
in opinion, that deposit was interest-bearing 
account requiring at depositary’s option sixty- 
day notice of withdrawal. 


Guardians—Liability of Guardian de 
son tort. 


Wisconsin—Supreme Court 

Rear v. Olson, 263 N. W. 357. Decided November 

5, 1935. 

Upon the death of one Nybroten, who 
was the guardian of the plaintiff (a minor), 
the defendant was appointed administrator 
of Nybroten’s estate, and thenceforth as- 
sumed to act as plaintiff’s guardian also. 
He was legally appointed guardian of plain- 
tiff’s older brother but not of the plaintiff. 
He placed the funds of both brothers in a 
bank of which he was cashier, and duly 
settled with the older brother when he be- 
came of age; but he continued to keep the 
plaintiff’s funds in the same bank until it 
failed, and plaintiff thereupon sued him for 
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the loss caused by the failure of the bank. 
The court held: 

(1) Defendant’s appointment as admin- 
istrator of the estate of Nybroten, the de- 
ceased guardian, gave him no authority to 
act as successor guardian of the plaintiff. 

(2) Since he acted without authority, de- 
fendant was a guardian de son tort or a 
guardian by estoppel, and is liable for any 
loss to the ward’s estate while it was in his 
hands, regardless of his own due care or 
lack of care. The minor in such case has the 
option of suing the guardian for tort (as 
he did here) or of treating him as a trustee 


and requiring him to account. 

“The respondent, having assumed to act, cer- 
tain responsibilities immediately attached. He 
could not throw the money away or hand it to 
a chance passer-by and thus escape a liability. 
Here no steps were taken by respondent to end 
the relation which the circumstances of the trans- 
actions had created, or to relieve himself in a 
lawful way from the responsibilities entailed by 
his acts. 

“While the default arises from a misconception 
of his duties, and from his conclusions that his 
obligations were fully discharged by leaving the 
funds as completely as possible in the state he 
found them, this fact is of no legal materiality. 
He had a duty so long as he was thus legally 
charged with .the possession of the estate. He 
made no effort whatever to meet this duty, and 
his liability is based on this default.” 


Inheritance—Rights of Adopted Chil- 
dren. 


Massachusetts—Supreme Judicial Court 

Allen v. Nickerson, 1936 A.S. 131. Decided Janu- 

ary 3, 1936. 

An interesting decision was _ recently 
made regarding the rights of adopted chil- 
dren. In this case A, an adopted child, 
claimed as an heir of B, his sister by adop- 
tion. The adoption took place in California 
and was of full legal effect, all parties being 
domiciled in California at the time. Subse- 
quently B, the daughter by blood of the 
adopting parents (in this case half-blood, 
but nothing turned on that point) died a 
resident of Massachusetts. Under Massa- 
chusetts law (G. L. 210, §7) an adopted 
child inherits from his brothers and sisters 
who are children by blood in the same man- 
ner as if he had been a child by blood. The 
California statute contains no such provi- 
sion. 

Held, A could not come in as an heir of 
B, for the following reasons: 

First, under our law (G. L. 210, §9) a 
child adopted under the laws of another 
state is entitled in Massachusetts to the 
same rights of inheritance that he would 
have had in the state where he was adopted. 
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Second, the general rule is that unless the 
statute indicates such an intention an adop- 
tion does not confer a right to inherit col- 
laterally from blood kindred of the adopting 
parents. In this case the California law 
showed no such intention. 


Taxation—Remainder Interests and 
Powers of Appointment Created 
Before the Enactment of Massa- 
chusetts Tax Law. 


Massachusetts—Supreme Judicial Court 
Binney v. Commissioner, 1936 A. S. 153. Decided 
January 7, 1936. 

X died intestate in 1931, leaving four 
children. There was no question about her 
own estate. The question was as to inter- 
ests under three different trusts to which 
her children succeeded on her death. The 
Commissioner, under G. L. 65, §1, added 
these to the amount inherited by them from 
their mother and thereby made two of them 
taxable which would otherwise have been 
below the tax limit, and made the third pay 
a higher rate than if computed separately. 
The three trusts were as follows: 

(1) A trust created by X in 1877, with 
no power of amendment or revocation. The 
income was reserved to her for life and 
after her death was to be paid to her chil- 
dren and issue of deceased children for 
twenty years, at the end of which time the 
principal was to be divided among her 
children and issue of deceased children then 
living, with a gift over to her heirs-at-law 
if all the children and issue died before 
then. The court held the interests of the 
children taxable on the ground that being 
eontingent until X died they did not be- 
come vested until after the tax law came 
into effect. 

(2) Y, the father of X, created a trust 
in 1862 under which from 1877 the income 
was payable to X for life; on her death the 
principal was to be distributed as she 
might by will appoint, and in default of 
appointment, to her children. X did not ex- 
ercise the power. Held, this was taxable 
under G. L. 65, §2, as X had a full power 
of appointment, and no one was entitled to 
the remainder until she either exercised or 
failed to exercise the power of her death in 
1931. 

(3) Z, the mother of X, on her death in 
1891, left property in trust to pay the in- 
come to her six children (two still living) 
and issue of deceased children as long as 
any of the children were living; then for 
twenty years after death of the survivor 
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to pay income to the grandchildren and the 
issue of any deceased, with power in each 
child to appoint the proportions or shares 
in which the income and ultimately the 
principal of his share should be divided 
among her issue. X did not make any ap- 
pointment. Held, these interests were tax- 
able on the same principles as in both (1) 
and (2). The fact that the power in this 
case was non-exclusive made no difference. 

On the whole question it was held that 
all the interests were properly added to- 
gether for the purposes of computing the 
tax. 


Trusts—Right of Trustee to Charge 
Cost of Litigation With Beneficiary 
to Trust Estate. 


Minnesota—Supreme Court 


Drake v. Drake, N. W. 
November 22, 1935. 


- Decided 


In a proceeding by a trustee for allow- 
ance of his account the beneficiary filed ob- 
jections asking the court to surcharge the 
account with various items aggregating 
more than $13,000, including a certain 
$2,500 mortgage in which the trustee had 
invested. The court held that the account 
should be surcharged as to the $2,500 item 
and that the trustee could not charge the 
cost of such litigation to the trust estate 
because he refused to concede his liability 
for this item and thus, according to the 
court, was responsible for the litigation. 

The $2,500 item was surcharged because 
the trustee was interested as an individual 
in the mortgaged property, but the court 
found that he acted in good faith in invest- 
ing trust funds in such mortgage, and 
allowed all of his fees as trustee for ad- 
ministering the trust estate. The court held 
that the facts in the case did not come 
within the rule denying a trustee compen- 
sation where he has been guilty of fraud, 
bad faith, or inexcusable negligence and 
thereby has caused loss to the trust estate. 


Trusts—Expenses of Administration 
as Charge Against Income or Cor- 
pus—CONSTRUCTION—Rights of 
Contingent Beneficiary as Depend- 
ent on Survivorship. 

California—Appellate Court 


Estate of Kruce, 83 California Appellate Decisions 
802, ——————— California Appeals (2d) x 
December 2, 1935. 


Testator left portion of estate in trust 
for daughter Janet, residue to wife, Lydia; 
trust provided if Janet died before attain- 
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ing age of 41 years leaving no issue, and 
Lydia then living, income thereafter pay- 
able to latter for life with remainder to 
her heirs. Lydia predeceased Janet who 
died at 28 without issue. On appeal by 
Lydia’s heirs from decree settling trustee’s 
final account and distributing trust estate 
to Lydia’s executor, decree affirmed. 


HELD: (1) Lydia’s heirs took only if 
Lydia survived Janet. Contingency of 
Lydia’s predeceasing Janet not provided for 
and trust estate not disposed of; fell there- 
fore into residue. 

(2) Compensation of trustees and attor- 
neys in closing trust chargeable to corpus 
rather than to income payable to estate of 
deceased life tenant Janet. Will provided for 
payment of net income to Janet after de- 
ducting all necessary taxes, costs and ex- 
penses, including compensation of trustees, 
but this construed to mean ordinary and 
current, not extraordinary expenses. Serv- 
ices in question consisting of closing trust 
and distributing property were performed 
for benefit of remainderman and were un- 
related to management of trust for benefit 
of life estate. 


Trusts—Expenses of Administration 
as Charge Against Income or Cor- 
pus. 

California—Appellate Court 


Estate of Oliver, 83 California Appellate Decisions 
741, ——————- California Appeals (2) ——_———-, 
November 22, 1935. 


Will creating testamentary trust pro- 
vided trustees were to collect income of 
trust fund and pay same to beneficiaries, 
with gift to Carr of $150 a month for life, 
balance of income to brother George, with 
further provision fund to be kept intact 
during life of George and Carr, and sur- 
vivor to receive full income of fund for life 
with remainders over. Third annual ac- 
count of trustee showed trustee’s and at- 
torney’s fees absorbed nearly all income. 
On appeal by trustee from order requiring 
it to pay expenses of administration of 
trust out of corpus, order affirmed. 


HELD: Annuity being created in favor 
of Carr and there being no provision that 
it should be limited to income, general rule 
that expenses of administration are to be 
paid from income not controlling and they 
are payable from corpus. 
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Trust-Testamentary — Will Gave 
Trustee No Power To Sell Bank 
Stock—Therefore No Right To 
Pledge It. 


Oregon—Supreme Court 
Schramm v. United States National Bank of 


Portland. Decided December 3, 1935. 


Plaintiff sought to compel the Bank to 
transfer certain stock on its books to the 
name of the plaintiff and to issue certifi- 
cates representing the stock and make ap- 
propriate entries in its books and records 
respecting the ownership thereof. From a 
decree in favor of the bank, plaintiff ap- 
peals. 

Bingham made his will in 1921. He died 
in October, 1924, and will was admitted to 
probate. Keith Powell (son-in-law of de- 
cedent) was appointed executor and trus- 
tee, with the “right to sell and dispose of 
any of the real estate which I may own, 
* * * and to invest and reinvest my estate 
in such manner as he may see fit, subject 
only to the limitation that my bank stock 
in the United States National Bank of 
Portland, Oregon, and in the Bank of 
Woodburn, shall not at any time be sold 
or disposed of until the same is finally dis- 
tributed to my grandchildren, but all other 
property other than my bank stock may be 
sold, invested and reinvested as my Execu- 
tor and Trustee shall deem best.” 

At the time of his death the decedent 
owned capital stock of the Bank of Wood- 
burn, United States National Bank of Port- 
land, Oregon, and First National Bank of 
Woodburn and a considerable amount of 
other property. Following death of decedent 
the trustee was elected president of the 
Bank of Woodburn and so continued until 
that bank closed its doors August 7, 1933. 
The trustee was also at the same time 
elected president of the First National Bank 
of Woodburn and continued in that capacity 
until about February 1, 1932, when this 
bank was consolidated with the Bank of 
Woodburn. 

Subsequent to the death of the decedent 
the original stock in the United States Na- 
tional Bank was called in and new certifi- 
cates for an increased number of shares 
were issued. 

Due to economic conditions the surplus 
of the Bank of Woodburn was wiped out 
and its capital impaired and the State 
superintendent of banks required that this 
capital impairment be made good or the 
bank closed. The trustee, upon advice of 
counsel, borrowed money from the Bank of 
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Woodburn to make good the bond deprecia- 
tion which had wiped out the surplus ac- 
count of the bank, gave the bank his note 
signed as trustee and deposited as security 
400 shares of the capital stock of the 
United States National Bank. The trustee 
borrowed from the First National Bank of 
Woodburn under the same arrangement as 
to security. At the time the Bank of Wood- 
burn was closed, it was the holder of notes 
of the trustee to the amount of $11,350.00, 
the payment of which notes was secured by 
pledge of the stock of the United States 
National Bank. Subsequent to the time of 
closing the Superintendent of Banks levied 
assessments on the stock of the Bank of 
Woodburn owned by the Bingham Trust in 
various amounts. About February 1, 1933, 
a contract and arrangement was attempted 
to be made between the Trustee, the bene- 
ficiaries of the trust on the one hand and 
the plaintiff as Superintendent of Banks on 
the other part, in compromise of all obli- 
gations, by the terms of which the note 
made by the trustee to the Bank of Wood- 
burn and the stock assessment against the 
stock of the Bankham Trust was cancelled 
and the 400 shares of the capital stock of 
the United States National Bank was 
transferred to the plaintiff. Other property 
was involved in the transfer. Subsequent to 
the transfer of the bank stock, the plaintiff 
presented it to the officials of the United 
States National Bank of Portland and de- 
manded that it be transferred to him on 
the books of said bank. The Bank refused 
to make the transfer. Suit was instituted 
to compel the transfer and the trustee was 
appointed as guardian ad litem for his 
minor sons, beneficiaries under the trust. 
As such guardian he filed an answer in 
their behalf admitting the allegations of 
the complaint and consenting to the trans- 
fer of the bank stock. The Bank contested 
the right of the trustee to make a sale of 
the stock under any condition whatever. 
Opinion: The trust created by the will 
included not only the Bank of Woodburn 
stock and the United States National Bank 
stock but other assets in a very substan- 
tial amount. The will gave to the trustee 
the right to sell and dispose of these other 
assets without the necessity of procuring 
an order or license from the county court, 
and to invest and reinvest the same in such 
manner as he might see fit. However, as to 
the stock of the Bank of Woodburn and 
United States National Bank, the will made 
a very sharp distinction. Instead of grant- 
ing these broad powers of disposal it pro- 
vided “that my bank stock in the United 


States National Bank of Portland, Oregon, 
and in the Bank of Woodburn, shall not at 
any time be sold or disposed of until the 
same is finally distributed to my grand- 
children.” 

The will contained a positive interdiction 
against the sale, or other disposition, of the 
United States National Bank stock. This 
interdiction is so clearly expressed that it 
admits of no construction. There is no con- 
ceivable ambiguity in the language of the 
will. This court has uniformly held in line 
with other courts that where words of a 
will are clear there is no room for con- 
struction. Courts of equity have power, un- 
der some circumstances, to authorize the 
sale of trust property, the sale of which is 
prohibited by the trust instrument. Such 
power is limited to cases of exigency, where 
the sale is absolutely necessary to prevent 
loss or great depreciation of the property 
to be disposed of. Such sale or disposition 
can be decreed only where it will be for the 
benefit of the beneficiaries. The attempted 
pledge involved in the present case did not 
venefit the beneficiaries of Bingham’s 
trust. The pledge in question was beyond 
the authority of the trustee since the trust 
instrument prohibits not merely the sale 
but the disposition of the United States Na- 
tional Bank stock. * * * The trustee loaned 
to this bank of doubtful soundness the 
credit of the stock of a perfectly sound 
bank, the sale or disposition of which was 
prohibited. Plaintiff is charged with notice 
of the terms of the trust and stands before 
the court in no better or different position 
than the trustee. * * * The attempted dis- 
position of the bank stock was not author- 
ized by any court and was wholly void. 


Wills—Contract to Make—Rights of 
Promisee upon Revocation of Will. 


Wisconsin—Supreme Court 
Re McLean’s Estate, 262 N.W. 707. Decided October 
8, 1935. 


The testator, whose brother had been 
permanently crippled by an accident while 
in the testator’s employ, agreed with the 
brother that in consideration of the latter’s 
refraining from suit for his injuries, he 
would make sufficient testamentary provi- 
sion for the brother to prevent his becoming 
a public charge. The will was executed ac- 
cordingly, devising a certain farm in trust, 
the net income to be paid to the brother for 
life. After making the will, however, the 
testator adopted a daughter, and under Sec- 
tion 238.10 of the Wisconsin Statutes such 
daughter was entitled to receive the same 
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share of the estate at the testator’s death 
as she would have received if no will had 
been made. The testator’s widow, for whom 
certain additional provision had been made 
in the will, elected to take under the law 
rather than under the will, with the result 
that the will became wholly inoperative, 
because by operation of law two-thirds of 
the estate passed to the adopted child and 
the other one-third went to the widow. The 
brother thereupon filed claim against the 
estate for breach of the decedent’s contract 
to make testamentary provision for him. 
The court held: 

1. While the original promise to make 
testamentary provision for the brother was 
too vague to be enforced, it was rendered 
sufficiently definite by the actual execution 
of the will, and the brother is entitled to 
the allowance of his claim against the es- 
tate for the amount that the will would 
have given him if it had become operative. 

2. The fact that the promise was made 
upon a past consideration is no obstacle to 
its enforcement, such consideration having 
been a valuable one. 

8. Revocation of such a will by the testa- 
tor’s adoption of a child is no more effect- 
ual to defeat the promisee’s rights than any 
other kind of revocation would be. “A will 
made under an agreement based upon a 
valuable consideration is contractual as well 
as testamentary, and equity will enforce the 
provision made for the promisee. A will so 
made cannot be revoked by the testator so 
as to defeat the bequest or devise made by 
it pursuant to his agreement.” 

4. The claimant’s rights are to be en- 
forced by appointing a trustee to hold the 
farm referred to in the will, paying the 
income thereof to the claimant for his life; 
but since the claimant is a mere creditor, 
and the widow’s dower and homestead 
rights are superior to the rights of her hus- 
band’s creditors, the claimant’s interest in 
such income will be subject to the rights of 
the widow therein. 


Wills—Equitable Conversion—Courts 
—Jurisdiction of Court of Equity to 
Construe Wills. 


California—Appellate Court 
Bilhorn, 83 California Appellate 
Decisions 986, ———————— California Appeals 

(2d) » December 17, 1935. 

Testatrix, Nellie Bilhorn, resident of IIli- 
nois, in 1907 executed will, witnessed, leav- 
ing estate to husband Peter. In 1932 she 
executed holographic will, not witnessed, 
leaving husband, executor, certain property 
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TRUST COMPANIES 


and requesting that he sell California ranch 
at earliest convenience “and give to each of 
my brothers, George B. and John D. Mc- 
Caughna, the price of forty acres” bequest 
to George to include a $15,000 contingent 
obligation owing from testatrix to George. 
George filed contingent claim for $15,000 
not waiving rights under holographic will 
but waiving claim if final distribution made 
in accordance with will. On executor’s re- 
jection of claim, present action brought 
thereon and for declaratory relief to con- 
strue will. Judgment for plaintiff affirmed. 
Holographic will invalid in [Illinois and 
counsel conceded law of Illinois governed 
bequest of personal property wherever situ- 
ated, so that if will effected equitable con- 
version, proceeds would be distributed to 
husband under 1907 will. These premises 
(which seem to be largely erroneous) are 
assumed as correct by court for purposes 
of opinion. 

HELD: (1) On foregoing assumption, 
rule that request to executor to convert 
would be deemed command not applied 
where to do so would defeat obvious intent 
of testatrix to give share in estate to 
brothers. Holographic will construed as de- 
vising plaintiff’s interest in real property 
and no equitable conversion occurred. 

(2) Under Code of Civil Procedure 1060, 
providing any person interested under 2 
will, etc., may in case of controversy relat- 
ing to legal rights and duties of respective 
parties bring action for declaration of 
rights, including determination of any ques- 
tion of construction or validity. Superior 
Court sitting in equity had jurisdiction to 
construe will where same court sitting in 
probate could not settle entire controversy. 
Action on rejected claim would have con- 
stituted election to take under contract, not 
under will. Plaintiff could not take under 
both and being uncertain of rights under 
will could apply to equity side of court 
which, taking jurisdiction for one purpose, 
could fully determine controversy. 
Wills — Revocation by Subsequent 

Will 

California—Court of Appeals 

Estate of Schnoor, 90 Calif. Dec’ns, 417, — Cali- 

fornia (2d) —, Decided November 12, 1935. 

In 1930 testatrix executed holographic 
will giving all property to Vinson. In 1932 
she executed holographic will with no revo- 
cation clause, containing several bequests 
of personal property, residue to Vinson. 
Shortly thereafter testatrix destroyed 1932 
will with intent to revoke it. There was no 
evidence that second will was revoked with 





TRUST COMPANIES 115 


intent to revive first will so as to bring case 
within Section 75 of Probate Code provid- 
ing that revocation of second will does not 
revive first unless it appears that by terms 
of revocation there was intent to revive, or 
unless after such destruction or revocation 
first will is republished. Decree admitting 
will to probate affirmed. HELD: 

1. Under Probate Code 72 providing that 
prior will is not revoked by subsequent will 
unless latter contains express revocation or 
provisions wholly inconsistent with terms of 
prior will, instruments will not be held 
wholly inconsistent merely because they 
differ in some particulars. 

2. Second will giving Vinson exactly 
what she would have received if it had been 
drafted in form of codicil to first will is to 
be regarded as codicil, its execution not re- 
voking first will. 


Hewitt Lamp Fortune Involved 
in Sterilization Case 


One of the most novel cases recently 
recorded in local courts, affecting ulti- 
mate disposition of the life income from a 
large trust fund created by Peter Cooper 
Hewitt for his daughter, Ann, involves 
the legal effect of a sterilization opera- 
tion. Mr. Hewitt, millionaire lamp inven- 
tor, provided in his will for a trust fund 
from which two-thirds of the income is 
payable to his daughter and one-third to 
her mother, the income going to the 
mother in the event that the daughter 
dies without issue. 

Suit has been brought against the 
mother, Mrs. Maryon Brugieres Hewitt 
d’Erlanger McCarter, under whose direc- 
tion the operation was performed just 
before the daughter reached majority 
and on the grounds of mental incapacity, 
counsel for the daughter claiming it was 
performed under false representations. 

Ann Hewitt’s grandfather was one- 
time Mayor of New York, and her great- 
grandfather, Peter Cooper, founder of 
Cooper Union. City Bank Farmers Trust 
Company of New York, as trustee, is a 
party to the suit. 


“Living Probate” Report 


At a recent meeting of the Associa- 
tion of the Bar of the City of New York, 
the Committee on Law Reform, headed 


by John G. Jackson, recorded opposition 
to living probate of wills as being too 
cumbersome a procedure and expressed 
the belief that intended corrective meas- 
ures appeared adequately provided for 
by present provisions of the Decedent 
Estate Law. The report further stated: 


The procedure for living probate would 
not prevent contests on the ground of 
mental incapacity, fraud, or undue in- 
fluence, but would merely shift the burden 
of taking the initial step from the pro- 
ponents of the will to the contestants. 

As a matter of fact the proposed pro- 
cedure would create uncertainty in the 
early administration of the estate, be- 
cause at present when a will is admitted 
to probate the executors may feel free to 
proceed with the administration without 
fear of the probate being set aside, where- 
as under the proposed procedure a period 
of time would have to be provided in 
which an application to set aside the pro- 
bate could be made. 

The proposed procedure would not 
eliminate special guardians for infants, 
and the committee does not feel that they 
should be eliminated. 

The substitution of notice by registered 
mail for personal service of citation, in 
the opinion of the committee, is of doubt- 
ful advisability, and should it be deemed 
advisable it could be effected without 
other changes in the present probate pro- 
cedure. 

Since the proposed change in procedure 
would merely be alternative to the pres- 
ent procedure, and since testators would 
still be at liberty to execute wills as at 
present, the production of forged or 
fraudulent wills could not be prevented. 


Another report of this Committee 
urged amendment of the Decedent Estate 
Law to alter the rule in New York under 
which monetary legacies are payable only 
out of cash, securities, or other personal 
property, and if that property is insuf- 
ficient are reduced in amount or may re- 
main wholly unpaid. Real estate left by 
the decedent may not be sold to pay such 
legacies unless this was expressly direct- 
ed in the will. The committee pointed out 
that at the present time, real estate “is 
looked on ag merely another form of 
wealth,” and “the rule is no longer based 
on reason or fact.” 
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Banker, At 84, Insists Humor Is 
the Best Policy 


Under this caption, the New York 
Herald-Tribune related an interview with 
John Van Buren Thayer, vice-president 
of the Central Hanover Bank & Trust 
Company. It is all too seldom that bank- 
ers and trust men appear in print in the 
truly “human” roles which picture them 
to the public in their real characters. The 
full article follows: 

John Van Buren Thayer, vice-president 
of the Central Hanover Bank and Trust 
Company, 70 Broadway, who celebrates to- 
day his eighty-fourth birthday and his 
sixty-fourth anniversary of continuous serv- 
ice in the same bank and who attributes 
much of his vigor to his humor, was ap- 
proached yesterday for an interview. About 
all the distinguished looking bank executive 
would do was sit around and tell jokes. He 
stored up considerable vigor but left his 
interviewer weak. 

Mr. Thayer was found at his desk in a 
large room on the second floor. After break- 
ing the ice with a couple of snappy ones, he 
said: 

“They (jokes) sink into my system and 
when anything happens to recall them they 
come forth. That is, of course, I enjoy clean 
stories. I enjoy humor and I think that that 
is one of the things that helps me carry on; 
that and a happy married life. 

“T heard one the other day. Three young 
gentlemen were discussing what they would 
do if they had their lives to live over again. 
One of these young gentlemen was six 
years old, the second was four and the 
third was two years old. The six-year-old 
said if he had his life to live over nobody 
would feed him spinach. The four-year-old 
agreed, but said he wouldn’t eat oatmeal 
gruel. Finally, the two-year-old said if he 
had his life to live over he’d be a bottle 
baby because he didn’t like cigarette ashes 
in his milk.” 

After time out for laughter the banker 
explained that he had been one of eight men 
who used to gather at the old Hamilton Club 
in Brooklyn on Tuesday evenings. After dis- 
cussing the affairs of the nation each was 
supposed to tell a good joke. Mr. Thayer 
said he was the only survivor of the group. 
He then told of one of the earliest depres- 
sions he had survived. 

“It was when I was a small boy in Buf- 
falo,” he said. “I was given a dime and a 
glass pitcher and sent to the grocery store 
to buy some milk. I got the milk and a 
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three-cent piece in change. I put the three- 
cent piece in my mouth and started home. 
On the way I tripped on the curb, broke the 
pitcher, spilled the milk and swallowed the 
three-cent piece. That was a depression, but 
in course of time I recovered.” 

He added that he drew no interest on the 
accidentally hoarded three-cent piece. 

The banker, who harbors strong anti- 
New Deal sentiments, assumed a shocked 
expression when asked if he raised any 
crops on his country place, Brooks Vale, 
Cheshire, Conn. 

“Potatoes?” he asked in a hushed voice. 
“T wouldn’t dare to say.” 

The telephone on his desk rang and he 
talked into the mouthpiece in terms of hun- 
dreds of thousands of dollars and advised 
against selling certain securities. Replacing 
the receiver he resumed criticism of the 
New Deal. : 

“IT think people against the New Deal 
ought to be thankful to Farley for not mak- 
ing Republicans pay twice as much for 
postage stamps. We ought to be thankful 
for something.” 

After further political pleasantries the 
executive was asked the following direct 
question: “Mr. Thayer, what do you think 
of this new song that everybody is sing- 
ing?” 

“New song?” 

“You remember ‘Ta-ra-ra-ra-boom De Ay, 
don’t you?” 

“Yes, indeed, very well,” he grinned. 

“Well, there is a somewhat similar song 
that is being sung everywhere. It goes 
something like this: ‘The music goes round 
and round, w0-00-00-00-00-00.’ ” 

Mr. Thayer paused to think a moment. 

“You know,” he said, “I think that I 
have heard that song over the radio.” 


August Gissler, in his will recently filed in 
New York, left the western half of the Cocos 
Islands in trust with the Equitable Trust 
Company of New York City, (now the Chase 
National Bank of New York City). The 
bank declined to act. Mr. Gissler, author of 
“Twenty Years on Cocos Island,” directed 
his executors not to sell his interest in the 
islands for less than $200,000. The petition 
values the estate at less than $500. 

In the past many expeditions have been 
outfitted in the expectation and hope of find- 
ing the rich loot of a Lima cathedral and 
other treasures purported to have been 
buried on the Cocos by buccaneers. 
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Between Two Worlds 


“I am told finance and industry have 
become ‘undemocratic,’ stated William H. 
Moore, member of Parliament from On- 
tario, at the recent convention of Life 
Insurance Presidents. 

“Some of you have a decidedly baronial 
appearance, but the facts will have it 
that, in your company relations, you are 
about as democratic as the councilmen 
of Ocean Grove. You were both elected 
by a majority of votes at general elec- 
tions; and both of you have to return 
your offices at the expiration of stated 
periods, to the electors that they may 
again exercise their franchise. If you 
were elected without rhetoric, parades, 
banners or bands, and re-elected more 
continuously than the councilmen, so 
much the better for you. The case would 
be almost absolute, if only more than 
one small box of cigars were required 
for those present at the usual general 
meeting. You are entitled to protest that 
a small attendance is an indication of 
work well done. 

“However, your ‘money power’ con- 
sists substantially of the savings of the 
hundred million Americans whose wel- 
fare you are about to diseuss. And here, 
surely, it is the councilmen that behave 
like mediaeval barons; what they have, 
they take from the people by taxation, 
and, if need be, by the force of armed 
men; while you may have only what is 
put into your treasuries through the 
voluntary offerings of people in search 
of profit with safety. What is turned 
over to you may usually be withdrawn 
on comparatively short notice. In other 
words, you are a ‘money power’ only so 
long as the owners of money consider 
you are competent stewards.” 


New Life Insurance Increased 
2.5 Per Cent in 1935—December 
Showed 6 Per Cent Decrease 


New life insurance for 1935 was 2.5 per 
cent greater than for 1934, according to a 
report made January 21, to the United 
States Department of Commerce by The 
Association of Life Insurance Presidents. 
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For the month of December, the volume was 
6.0 per cent less than for December of 1934. 
The report aggregates the new produc- 
tion figures—exclusive of revivals, increases 
and dividend additions—of 42 member com- 
panies having 83 per cent of the total life 
insurance outstanding in all United States 
legal reserve companies. It discloses that 
the total new business of these companies 
for 1935 was $8,821,844,000 against $8,- 
605,432,000 in 1934—an increase of 2.5 per 
cent. Ordinary insurance totalled $5,635,- 
420,000 against $5,581,165,000—an increase 
of 1.0 per cent. Industrial insurance was 
$2,521,282,000 against $2,527,229,000—a de- 
crease of two-tenths of one per cent. Group 
insurance was $665,142,000 against $497,- 
038,000—an increase of 33.8 per cent. 

New life insurance production for De- 
cember was $788,003,000 as contrasted with 
$838,576,000 for December of 1934, accord- 
ing to the report. Ordinary insurance was 
$525,523,000 as contrasted with $527,309,- 
000, industrial insurance $187,874,000 . 
against $239,873,000, and group insurance 
$74,606,000 against $71,394,000. 


In Memoriam 


Edwin Augustus Potter, president from 
1898 to 1912 of the American Trust & 
Savings Bank, Chicago, which merged with 
the Continental & Commercial National 
Bank & Trust Company, died recently in 
Winter Park, Fla. Mr. Potter was the 
father of William C. Potter, chairman, and 
Edwin A. Potter, Jr., vice president of the 
Guaranty Trust Company, New York. 

George Bidwell Morley, chairman of the 
board of the Second National Bank and 
Trust Company, Saginaw, Mich., and a 
director of the Detroit branch of the Fed- 
eral Reserve Bank of Chicago, died on 
December 20. 

F. Herbert Fulton, first vice president 
of Camden Safe Deposit & Trust Company, 
Camden, N. J., died on December 30 at the 
age of 55. 

Pierce N. Welch, third vice president of 
the First National Bank & Trust Com- 
pany, New Haven, Conn., died on December 
30, at the age of 58. 

Frank Gleason Gardner, treasurer of the 
Chicago Title & Trust Co., Chicago, died 
on December, 30. Mr. Gardner started with 
the Chicago Title & Trust Co. in 1893, 
becoming assistant trust officer in 1903 and 
treasurer in 1913. 
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